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At the Limit 


[* one important respect, Sir Stafford Cripps is to be commended 

for last Tuesday’s budget. He has resisted the pressures—and 
no doubt they were considerable—to produce a budget aimed at 
buying support from the voter at the next general election. This, 
by all present prospects, seems likely to take place long before April 
next year, but if the Chancellor was sensible of this possibility, he 
betrayed no hint of it. There were no popular concessions, 
not even the penny off the pint. None of the arguments which have 
marked the Chancellor’s earlier budgets was missing. Once again, 
the House of Commons was treated to a magisterial demonstration 
of the present risks of inflation and of the “ absolutely vital” necessity 
of maintaining a budget surplus. There were no vindictive swipes 
at capital and no distribution of fictitious benefits from non-existent. 
surpluses. 


For this, at any rate, the Chancellor deserves thanks. But beyond 
this refusal to step outside his austere role, there is little to put on 
the credit side. This year’s budget will be taken as the final -illustra- 
tion of the fixed and rigid mould into which the British economy, 
and with it the British fiscal system, has been forced. There was 
nothing to give away in relief to the taxpayer, because revenue is no 
longer rising and expenditure still increases. Since the Chancellor 
detects a smaller risk of inflation this year, he has contented himself 
with budgeting for a “true revenue surplus” of £413 million, com- 
pared with {518 million in the past year. No doubt this will be more 
or less satisfactory if everything goes as the Chancellor plans. But will 
it? There is at least room for doubt, in a world which is becoming 
more competitive, and in which Britain will soon have to earn the 
whole of its living. When the Chancellor claims that “our very 
considerable success proves the value and efficacy of our budgetary 
planning” he is asking for too much credit for his mild doses of 
disinflation in the past. He regards his main function now to avoid 
the pitfalls that are supposed to lie on either side of a “ narrow path ” 
between inflation and deflation—a growing external deficit and 
pressure on the pound, on the one hand, and unemployment on the 
other. 


This is far too simple a view of what is needed. It is based 
on the estimates and forecasts of the “Economic Survey” and 
these are only a set of hypothetical sums. Some of the hypotheses 
may turn out to be right, and some of them might even be bettered. 
But this kind of budgeting, to the first decimal point, with the 
limits of taxable capacity reached and exceeded, and the demands 
on the public purse still rising and still unchecked, gives the most 
frightening hostages to fortune. Only a little has to go wrong to 
upset all the nice figuring. That is not to say that there is, on the 
immediate horizon, any sign of squalls. The Chancellor has budgeted 
for another year without any major change in the economic climate— 
another year of full employment, rising productivity, expanding 
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exports, and rising reserves. He may be right ; if he is, 
a large part of the success will be due not to planning but 
to devaluation, which most certainly was not planned. 


Long before the Chancellor sat down, the House had 
absorbed the drift of his demonstration that this was to 
be a “No change” budget. “ Adequate correctives ” 
had been applied in time last year to reduce inflationary 
pressure—among them a cut in house building which 
turns out to be notional and is to be restored. Indeed, 
the Chancellor went further than this, for he announced 
that the Government has fixed the house-building pro- 
gramme for the next three years at 200,000 houses, to 
which the rest of the capital investment programme 
“will have to conform.” This is a most inadvisable 
commitment. In a matter of such fundamental import- 
ance as capital investment, there should be no absolute 
priorities—and certainly none which automatically 
involve an increased burden for housing subsidies. If 
the nation needs, as it may, 200,000 houses a year for 
the next three years, it should first make up its mind 
about rent policy, which is now chaotic and inequitable. 


The Chancellor’s “ major ” changes were few, and, as 
was necessary within the rigid definitions he had set, 
self-balancing in character. The first is the reduction, 
by one-sixth, of the tax levied at reduced rates, which 
should do something to increase the incentives of workers 
with moderate incomes (though not those with the 
smallest). This relief, however, has to be balanced by 
new taxation, and it is here that the Chancellor has 
entered a distinctly doubtful field. By doubling the 
duty on petrol, he has adopted a course that has long 
been supported by those who argue that it would be 
better to let the price system reinforce the cffectiveness 
of rationing. No doubt the private motorist with an 
increased basic ration will find it easy enough to 
transfer one-third of the income tax he saves this year 
back to the Chancellor. No doubt the road transport 
industry will be moved to make some economies in con- 

sumption (the farmers, of course, are to have an indemnity 
for the increased costs that fall upon them). But the 
increase will come at a difficult moment, and though Sir 
Stafford sought to minimise its effects by declaring, of 
passenger transport alone, that it should not lead to many 
additional applications for fares, the effects will spread 
far beyond passenger transport. To suppose that as 
much as £70 million can be absorbed with no effect on 
costs and prices would be fanciful. 


* 


The argument might stand a better chance of being 
accepted if the Chancellor had not proposed to make an 
unprecedented departure in the principles of the pur- 
chase tax by levying 33} per cent on commercial vehicles. 
The argument here is that the industry has sold more 
commercial vehicles on the home market than the 
planners had demanded; all efforts to control by 
administrative methods the number of vehicles going to 
the home market had failed, and the “‘ excessive volume ” 
is to be curtailed, so the Chancellor intends, by fiscal 
measures. It is asking too much to expect the public 
to believe, despite Mr Jay’s disclaimer, that this new tax, 
and the doubling of the petroleum duties, has no con- 
nection at all with the predicament of the Transport 
Commission. Both measures will increase the cost and 
impede the development of road transport. 
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These new impositions on motor transport, though of 
minor importance against the menacing fiscal 
illustrate precisely the Chancellor’s dilemma. He has no 
room for incentive budgeting (even if he believed in it) 
because he can do nothing about the mounting level of 
expenditure. So his budgeting has to be bilateral—, 
concession here against a new tax there. Each year the 
warnings are given that no extra expenditure can be 
afforded ; each year the appeal is renewed that “ the very 
greatest care and restraint” must be exercised jn 
proposing any new charges on the Exchequer—as if jt 
were no longer the Chancellor’s plain duty to smother 
them at birth. 

But he sees his task in quite a different light. He 
argues that the nation is not being crushed by taxation 
and points for proof to the rise in industrial activity “ to 
the highest levels ever known in the country.” (Of 
course, the two things can be made compatible in the 
short run—it is possible to enjoy a boom and to be 
overtaxed, at least for a spell. The combination of good 
luck that the Government has enjoyed coupled with the 
inflationary spending in which it has indulged has sus- 
tained the output of British industry and maintained 
overfull employment. But it has also put industrial 
adaptability, higher efficiency and the cutting of costs at 
a discount. Indeed, the argument that taxation is not 
excessive is itself belied in other passages of the Chan- 
cellor’s speech where he recognises, belatedly and wisely, 
that the limits of taxable capacity have been reached and 
that revenue is already falling. 


A Chancellor who sees these danger signals owes the 
country a much sterner duty than the kind of tightrope 
budgeting in which Sir Stafford indulged last Tuesday. 
The best that he can offer is the hope that the nation’s 
output will increase to meet the automatic increase in the 
cost of the social services. “Even then,” Sir Stafford 
admitted, “I have no doubt that the individual will want 
to retain a very considerable portion of that increase for 
his own spending.” He will indeed ; in fact, all the signs 
suggest that he is already trying to anticipate the increase 
before it has been earned, by de ing higher wages. 
So long as the expenditure of the Government is regarded 
as untouchable and uncuttable, so long will the force of 
inflation and the fact of economic inflexibility prevail. 
The redistribution of incomes has reached its limit ; 
important sources of revenue show unmistakable signs of 
waning ; expenditure defies the Chancellor’s mild efforts 
at restraint ; the whole of the nation’s output and more is 
pledged. The only relief which is conceivable this year 
is an increase in output above present expectations. If 
this comes, the nation may succeed in stretching its 
economic and fiscal strait-jacket by an extra half inch to 
ease its cramped muscles. But these conditions cannot 
last much longer. It will be hardening of the arteries, 
not cramp, that will soon afflict the British economy. The 
Chancellor may claim to be satisfied by the precarious 
equilibrium whict. he hopes to maintain this year in the 
budget accounts. He should instead be looking for, and 
fighting for, a real reduction in Government spending. 
One of the most frightening things of our time is that 
he is quite prepared to let expenditure press up to the 
very limit of income and to promise, in advance, that 
any increase in what the nation earns can be used for 
social services. It is a recipe for ever-increasing Govern- 
ment expenditure, and for a permanent structure of high 
taxes with no hope of relief—a guarantee, in sum, of 
ultimate economic decay. 
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African Dilemma 


T has been known for some time that Dr Malan would 
seek to reopen negotiations with the British Govern- 
ment on the transfer to the Union of South Africa of the 
three British-administered Protectorates—Swaziland, 
Basutoland and Bechuanaland. The South Africa Act 
of 1909 foresaw the eventual incorporation of the terri- 
tories in the Union, and between the wars negotiations 
were carried on between the two Governments to estab- 
lish the conditions and methods of the transfer. The 
South Africans claim that a very great measure of agree- 
ment was reached in 1939 and both Government and 
Opposition are now anxious to secure the transfer of 
sovereignty which was clearly forecast in the Act of 1909. 
The legal and practical justification for Dr Malan’s 
initiative is, therefore, not in doubt. It is, nevertheless, 
a source of deep embarrassment to the British Govern- 
ment. Even if the issues raised by the proposed transfer 
were confined to South Africa, they would be troubled 
enough. It is true that incorporation of the three 
Protectorates would almost automatically turn them 
into native reserves within the Union and that conditions 
in existing South African reserves, such as the 
Transkei, compare favourably with conditions in the 
Protectorates. No doubt Dr Malan would guarantee at 
least equivalent privileges and safeguards. The difficulty 
lies rather with the climate of opinion not only in South 
Africa but in Africa at large. 


In the last five years, two strong and contradictory 
currents have been flowing in Africa. The first is the 
growing demand of the African for the political rights 
to which western education has encouraged him to lay 
claim. In west Africa, the pace of constitutional advance 
has been remarkably rapid and even in colonies of 
mixed population such as Northern Rhodesia, the political 
representation of the African has advanced. The stirrings 
of pan-Africanism—the dream of “ Africa for the 
Africans ”"—have been fostered by Communists and 
other political extremists, but even Africans who are not 
touched by such political fevers are more conscious of 
their rights. It may be that this mood is not generally 
to be found within the Protectorates with their traditional 
tribal life, but the case of Seretse Khama is a reminder 
of how speedily opinion can be inflamed. 

_ At the same time, the policy of the foremost power 
in Africa—the Union of South Africa—has under Dr 


Malan’s Government of Nationalists grown steadily 
more illiberal. The original reason for creating the 
Protectorates lay primarily in the. natives’ intense sus- 
picion of the actions and intentions of the Boer republics. 
The prospect of transfer was clearly held to depend upon 
the development of more confident relations between 
white and black. The contrary, as is notorious, has come 
about. The official policy of the Nationalist Government 
is apartheid which should entail the total segregation of 
the two races ; yet full segregation is doubly impossible, 
first—as Dr Malan himself admits—because it is 
impracticable “ with an economic system largely depen- 
dent upon native labour ” ; secondly, because no redis- 
tribution of land in South Africa is conceivable that 
would create reserves adequate for 8,000,000 Africans 
while leaving the position and the privileges of the white 
South Africans intact. Apartheid has thus become not 
partition, which, however painful, may be said to be 
working itself out in India and Palestine, but slave status 
for the majority, who find themselves very largely barred 
from advancement in the mixed community in which 
they live and have no real community of their own in 
which to withdraw, 


* 


This, then, is the tragic dilemma in Africa today. Just 
as the African is beginning to grow decisively in political 
consciousness, the most explicit and vigorous exposition 
of “white” policy denies him those rights. However 
little the people of the Protectorates at this stage are 
concerned with opportunity and advancement—it must 
be admitted that tribal disciplines on the whole 
encourage the desire for neither—they will hardly 
support a move to transfer them to an authority which 
may irrevocably bar these things in the future. More- 
over, any such transfer would exacerbate the troubled 
state of race relations throughout British Africa. 


This is the factor that gives such delicacy to any 
contacts between the British and South African Govern- 
ments. Willy-nilly, Dr Malan has become a symbol, a 
manifestation of racial conflict and oppression, and by 
being thus manifest, South African policy tends to 
crystallise extreme emotions and policies in other areas 
where problems similar to those confronting South 
Africa arise. It is not only a question of the exaspera- 
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tion of self-conscious African opinion. The white 
settlers, too, have their extreme wing and in recent years 
a tendency to support South African policy as the best 
protection for the tiny white enclaves in Africa against 
the surrounding black sea has become more apparent in 
Kenya, in the Rhodesias and in Tanganyika. The voice 
of fear speaks on both sides—the Africans’ fear of living 
in perpetual oppression, the Europeans’ fear of being 
swamped by the more backward masses all around. 


This vicious spiral of fear and counter-fear must be 
broken if the history of Britain’s association with Africa 
is not to end in disaster. What appears to be needed at 
this point is a firmer and more forthright lead from 
London. The Government has recently given the 
impression of fumbling and uncertainty in its African 
plans—an impression which the handling of the Seretse 
case has done nothing to diminish. The old sense of 
direction seems to be lost. As a result, liberal opinion 
_ in Africa is uncertain and divided. Its extent should 
not be underestimated. Such extremists as the Euro- 
pean Electors’ Union of Kenya are not typical. Nearly 
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all serious commentators in the central and east African 
colonies recognise the necessity of finding a modus 
vivendi with the African. Yet the European settlers 
are in some ways as uncertain of British intentions as 
the Africans themselves. If the African is beginning 
to question his own future chances of progress, the white 
settler wonders whether the transfer of political power 
in West Africa may not presage a similar transfer to the 
black majority in central and east Africa. Everywhere, 
corrosive suspicion is at work. 


The declared purpose of British policy should be clear, 
even if its detailed application presents appalling diffi- 
culties. It is that the political future of colonies of 
mixed settlement shall not be determined on a racial 
basis. For the African such a declaration means that no 
barriers based upon the colour of his skin shall stand 
in the way of his economic, educational and constitutional 
advance, that apartheid is not and never will be the 
policy of the British Government, that citizenship in the 
fullest sense of the western tradition remains the British 
aim. Equally for the white, the declaration should lay 
down that no disabilities shall attach to him because of 
his race. He will not be turned out of his farm or his 
business, compelled after years of work to abandon his 
effort at colonisation and become an underprivileged 
member of an aggressively African community. Most 
important of all, perhaps, would be a statement of the 
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rights and privileges which all races would enjoy as 
constitutional guarantees, placed for all time beyond 
the reach of a majority vote in parliament or assembly 
In the drafting of such a bill of rights and responsibilities 
the British Government would be well advised to calj 
in the assistance of liberal opinion in Africa. A cop- 
ference of moderate Europeans and Africans, able to 
work out jointly an acceptable programme—a Charter 
for Africa—would, as nothing else could, act as 
counterweight to the spreading fear of acceptance of 
apartheid. 

The implementation of some aspects of an agreed 
policy should not present.too grave difficulties. The 
steady extension of economic and educational oppor- 
tunities is well known to be the first demand of respon- 
sible opinion in the colonies. The Colonial Office has 
certainly attempted to shape its policies in that direction 
and the amount spent in the colonies upon the education 
and health of the African has increased very greatly in 
the last decade. It is true that an economic colour bar can 
still be found, notably in the Northern Rhodesian copper- 
mines, where, although it is two years since the Dalgleish 
Commission recommended that skilled jobs should be 
open to the Africans, so far nothing has been done. A 
barrier like this can undo at a stroke the goodwill created 
by admirable work in other fields. The ending of the 
colour bar in industry would clearly be high on the 
reformers’ list. But in this sphere of general economic 
advance, the limiting factor is all too likely to be 
shortage of capital. Firm guarantees of security for the 
future may encourage more European investment, but 
the need is to secure every possible assistance from the 
agencies of the United Nations, from the sections of the 
Economic Co-operation Administration dealing with 
colonial investment and from the officials administering 
funds under President Truman’s Point Four. Even if 
the sums are not vast, they can help to keep a sense of 
momentum in colonial development and hold out the 
promise of possible progress to the African 

Successful political development almest certainly 
depends upon the same sense of the possibility of pro- 
gress. Apartheid is a political dead end for it leaves the 
African in permanent political frustration. The constitu- 
tional aim must, therefore, be to offer a definite line of 
political advance to the African and the incentive and the 
opportunity to qualify himself for political responsibility. 
A franchise based upon qualifications of property and 
literacy for both white and black has been proposed and 
deserves careful consideration. The safeguards offered 
by Second Chambers are also relevant, and, if constitu- 
tional guarantees of a precise kind are to be a means of 
allaying inter-racial suspicion, American experience with 
the safeguards presented by a Supreme Court is worth 
examination. Franchises no doubt must vary from 
region to region. Yet the underlying principle is the 
same—that capacity and responsibility, not race, shall 
finally determine the granting of political rights. 

These issues carry the British Government far beyond 
the immediate problem of the Protectorates, yet they 
are in fact more urgent than Dr Malan’s request that the 
matter should be reopened. Prolonged negotiations 
against the background of suspicion and fear prevailing 
in Africa will aggravate’a grave situation at every turn. 
Only if the broad lines of British policy are firmly 
redrawn, liberal opinion in Africa mobilised and a joint 
declaration of policy achieved, can the question of the 
Protectorates be considered in a rational light. 
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HE first total estimate of the cost of giving western 
Europe the defencés it needs is now staring 
planners in the face. Even for finance ministers 
hardened to the billion dollar reckonings of the European 
Recovery Programme, or for defence ministers who feel 
that they can depend on allies as never before, the figures 
are bound to be deeply disturbing. To split up the 
burden they represent according to the national incomes 
or the populations of the member nations of the North 
Atlantic and Brussels Pacts may break up and clarify 
the problem of how the bill is to be met, but it does not 
solve it. The trend of thinking among the poorer 
countries at the moment is clearly towards such a pooling 
of resources by common bookkeeping and such a 
standardisation of equipment and weapons between the 
Atlantic nations as would ensure, in the long run, the 
greatest possible efficiency and economy of resources in 
the use of men and supplies. But there is much funda- 
mental political action and 
military thinking to be 
done before this can hap- 
pen. Moreover, it is not 
the long run that the Guanes 
military planners are 
worried about; their first | . 
task is to provide western f= 
Europe with adequate Western Hemisphere : | 
' 


‘ 
| 
' 
1 
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: Atlantic Pact countries : 
defence forces quickly, United States......... 


and before the economies Canada 
to which the grand alliance 


‘ Western Union countries: 
opens the way can possibly United Kingdom...... | 
be achieved. They want vraiaoe 
risks taken and work done Belgium 


Luxembourg 


which ministers have to Netherlands.......... 


balance against the claims 
of economic recovery and 
—in some cases—of party } Non-Western Union Atlantic 
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politics, Pact countries : 

In other words, the time a ny 
has come in western Denmark 
Europe when no Finance Iceland 
Minister drawing up his 


budget, no Defence Minis- 
ter calculating his esti- 
mates can lose sight of 
the fact that he will be judged not only by opinion in 
his own country but by his colleagues in allied countries. 
Indeed, such pressure has already begun to make itself 
felt. Among the Foreign, Defence and Finance Ministers 
who attended the Western Union meeting in Brussels last 
weekend, there was a deal of plain speaking for and 
against the contributions made by individual govern- 
ments, in which eagerness to defend what had already 
been done contended with anxiety to insist that no fresh 
expenditure was possible for the time being. In such 
a situation the British, without being complacent or 
arrogant, can hold their heads high. Not only does 
their policy of aiding and sharing with allies go back 
over four years, but the chief reason for the increase of 
£20 million in the British defence estimates for this year 
was London’s readiness tc provide western allies with 
jet aircraft and other equipment. This country has, 


Arms of Our Allies 


Evrorr’s Derence Provistons—1948-49 Figures The first 


Population Expen- 


¢ May include some non-military iterns. * Negligible. 





indeed, given practical proof of its belief in a defence 
policy of “‘ fair shares ”; its senior staff officers and civil 
servants think steadily of defence in European terms, 
even if the terms are not precisely those that continental 
friends prescribe. And the time has come when it is 
fair and reasonable to ask what our allies are doing. 
To answer this question in anything but the most 
rough-and-ready way is impossible. Although rough 
figures of expenditure, manpower, aircraft, and ships 
are available, their conversion into fighting power, forma- 
tions, reserves and—above all—industrial war potential 
cannot be done, for obvious security reasons. Moreover, 
in the case of most of Britain’s continental allies it has to 
be remembered that they were occupied for five years by 
the Germans, and that their armed forces and war indus- 
tries have had to build up in most cases from scratch. 
With so little official information available, there are 
obvious risks of distortion and unfairness; but the 
attempt has to be made. 


liture as | proportion 


| point that 
| | siaitary | Strikes the British observer 
| Mi Expen- i ili ice 
| satitary-| ‘Bapers | Expen- | is that military service 
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everywhere is for one year 
against the British eighteen 
months. So far as can be 
judged, there is no serious 
intention to increase the 
period, even though an 
increase would do much 
to improve the technical 
efficiency and service of 
the conscript—notably in 
France. It will be argued, 
for instance in Holland, 
that facilities for longer 
training are not yet avail- 
able ; but the possibilities 
and value of para-military 
training do not seem to 
have been thought of, 
much less investigated. 


diture proportion | of Govern- 


| of National! ment Ex- 
i Income | penditure 


The second point of 
contrast between condi- 
tions in this country and 
on the continent lies in the 
attitude of public opinion. The speeches of European 
ministers responsible for defence often give the impres- 
sion that they expect—indeed fear—resistance to any 
appeal for a greater national effort in defence. In France, 
where resistance to all defence expenditure is automatic in 
the case of the Communists—the largest single party in 
the Chamber—this caution is understandable. In Holland 
it may be explained by weariness with an Indonesian 
war which, for most Dutchmen, is now regarded as a 
defeat. In Belgium there is no obvious explanation 
of this kind. In every country there has perhaps been 
a tendency, especially since the signing of the Atlantic 
Pact, to wait and see what the Americans will do. And 





* Previous issues of The Economist have contained articles about 
defence policies of western European countries: Holland, January 
14th ; Norway, January 21st ; Denmark, February 18th ; Belgium, 
March 11th; France, April Ist. 
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before the Atlantic Pact was signed it was argued that 
it was useless for western Europe on its own to do any- 
thing. The time for such arguments has now passed ; 
and what European public opinion has been unwilling to 
take from its own ministers it will now be asked to take 
from the Atlantic Council. 


When it comes to a comparison of figures, the results 
are scarcely more reassuring for the British. It is true, 
as the accompanying table shows, that the percentage 
of government expenditure devoted to defence is higher 
in the case of Holland than in the case of Britain ; but 
elsewhere there is a marked discrepancy. Here again it 
will be argued on the Continent that the British cannot 
claim that all their expenditure is in fact allocated to the 
defence of Europe; for their commitments outside 
Europe are extensive. The Belgians, for example, use 
this argument effectively against both the British and the 
French. “ Admittedly,” they say, “we spend 3.2 per 
cent of our national income against Britain’s 7.6 per cent 
and Holland’s 7.7 per cent; but all we spend is for 
Europe, whereas the British and the Dutch are, or 
have been, fighting abroad. As for the French they 
spend less than § per cent of their national income on 
defence and a quarter of that is swallowed up by Indo- 
China.” Such arguments show, incidentally, the urgent 
need for some ceniral political body to build up that 
broader European attitude which would see in the 
defence of the sterling area, its markets and its raw 
materials, a common western and not an exclusive 
British interest. 


If conditions and plans in individual countries are 
examined it is difficult to resist the conclusion—with 
every risk of being unfair—that the most realistic and 
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thorough appraisal of defence needs has been made jn 
Norway, in extent one of the biggest, in manpower one 
of the weakest, of the allies. A six-year plan costing 
in all £135 million provides for an air force to keep 
the way clear for the arrival of allies, armoured units to 
defend airfields and vital ports, 120,000 local defence 
troops, twelve months’ training for specialists, and nine 
months for soldiers, sailors and airmen. The policy, as 
in Denmark, is to hang on until help arrives. Clearly, 
the more thoroughly this is done the better for European 
defence ; it will at least reduce the need to disperse 
troops along the enormous line from North Cape to 
Sicily. And if that is well done the ally will have done 
its uttermost. But it is as well to realise that no con- 
tribution of Scandinavian manpower to the main body 
of a west European army is likely. 


If one turns to Belgium in search of this contribution 
one finds that there is one division in Germany below 
strength, a second to come (its mobilisation plans have 
been drawn up) and a third to be found this year if the 
budget provides the money. There is in addition a home 
defence force, with a gendarmerie of 10,000 as nucleus, 
and an anti-aircraft home guard of some 3,000 part-time 
officers and men. This year’s contingent is said to be 
74,000 strong, excluding NCOs, of which 42,000 are 
conscripts. Military service lasts a year and the period 
allotted for the training of reservists is quite obviously 
inadequate in modern conditions. A comforting element 


is a small but flourishing air force equipped with new 
British fighters. 


In Holland it is unfair to judge the prospects until it 
can be seen more clearly what has been lost by the 
effort in Indonesia and what is to be gained by the return 





Whenever Export figures are quoted there comes the 
accustomed reference to ‘expert British Craftsmanship’. 


But . . . have you ever stopped to ask yourself... 
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years a ‘hand sewn maker’. He 
produces a special type of light fashion 
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of the 84,000 men who were there two years ago. It is 
said that these cannot be integrated with the home forces 
and that they will therefore have to go on the reserve 
without training. Here again, training is for one year 
only, with an annual draft of some 50,000 men. The most 
that the Dutch will promise is a.“ few divisions ” by the 
end of 19§2 or later ; indeed the defence minister, intro- 
ducing the defence estimates for this year, described the 
present military expenditure as “in the long run 
intolerable.” 


Clearly the major responsibility for manpower—as 
well as resources and production—falls within Europe 
on the French and the British. (What this means in 
terms of British expenditure and divisions has been 
discussed in recent issues of The Economist.) The con- 
tribution of French industry to war production is hidden 
to the layman. Eventually its capacity is likely to be 
considerable, but at the moment the equipment of the 
French army is virtually dependent on $300 million 
worth of deliveries from America between now and July. 
That army will consist—when the equipment has been 
distributed and men trained in its use—of five “ ready ” 
divisions (two armoured and three infantry) and of two 
divisions in the making, one airborne and the other con- 
sisting of mountain troops. One good authority in France 


NOTES OF 


The budget, one Cabinet Minister is reported to have 
remarked, will mark the watershed of this session at West- 
minster. If the Government can cross it in safety, they will 
emerge into easy going for some months and the prospect 
of a summer election will recede. On Tuesday Sir Stafford 
Cripps negotiated with considerable skill the more tortuous 
bends leading to the crest. He produced a budget acceptable 
to most of his party, though there remains an undercurrent 
of anxiety within the Labour party, which was clearly voiced 
in the speech of a new member, Mr C. A. R. Crosland, that 
his failure to make substantial reliefs in favour of the lowest 
paid workers makes a new wave of wage demands inevitable. 
But one has only to contrast the relief with which Labour 
members heard of the tax changes on Tuesday with the 
shocked resentment with which they greeted last year’s 
Budget to realise how much more closely Sir Stafford 
has conformed to their view of what a Chancellor 
ought to be. Labour MPs will be able to go back to their 
constituencies and point out that the housing cut has been 
restored, that food subsidies are to be kept in being at the 


present level, and that the Health Service is still a happy 
free-for-all. 


The Tories for their part have found very little in the 
budget on which they could base an attempt to arouse the 
country against the Government, and so prepare the electoral 
climate for another general election. Indeed, though they 
are promising action on a number of points in the Finance 
Bill, and have castigated the whole principle of high Govern- 
ment expenditure, it is far from certain that their leaders 
are by any means agreed that it would be to their 
advantage to defeat the Government on a major issue, for 
instance a clause in the Finance Bill, at this stage. It is 
difficult to assess the exact strategy the Tories are following, 
because in the end more cautious policies may be swept aside 
by Mr Churchill’s impatience or belligerency. It is to be 
hoped, however, that tease planning will not be based on the 
fallacious view which some of them apparently hold that if 
the Labour Government were defeated, and Mr Attlee asked 
for a dissolution, the King would not necessarily have to 
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believes that, given American aid, ten good divisions 
could be ready by 1952. 


This rough and ready survey of the few facts that are 
available to the layman suggests three conclusions. 
First, the need for a special effort to implement 
Atlantic Pact plans has not—generally speaking—been 
grasped by public opinion in the European countries 
allied to Britain. War weariness, lack of political leader- 
ship and a vague desire to see the job done by one big 
body rather than’ by a few small nations have all played 
their part in this failure. Secondly, there is the fact that 
the dependence of the allies for equipment and arms on 
the Americans—and in the second place the British—will 
last for some years. The third point is most crucial of all : 
on present plans and performance there is no sign at all 
of western Europe being able to produce that main land 
force of thirty or more divisions which its plans demand. 
It has been argued in The Economist that the British 
contribution to that force must somehow be raised above 
the present figure of divisions available, at any rate until 
the military effort of the allies has increased. But if the 
doctrine of fair shares is to govern the effort of those who 
are combining to defend western Europe, then it is time 
for a more sustained and enthusiastic effort across the 


Channel. 


THE WEEK 


grant this, but could call upon Mr Churchill to undertake 
the task of trying to secure Supply from the Commons. 
The action of Lord Byng of Vimy who did take this course 
in a similar situation in 1926 as Governor-General of Canada 
has been cited as a precedent favouring such action. It is, 
however, a thoroughly bad precedent, which has been con- 
demned by most constitutional authorities and was 
condemned by the vote of the Canadian people themselves 
at the general election in late 1926. The principle that the 
King acts only on the advice of his ministers has been 
immensely strengthened since William IV last used the Royal 
Prerogative in this way; and if Mr Attlee, even though 
defeated in the House of Commons, advised a dissolution, 
age appear that the King would be bound to take his 
advice. 


* * * 


Wage Restraint Now 


If Sir Stafford has occasioned some anxiety within 
the Labour party, he has caused disappointment to those 
trades union leaders who are still loyal to the Govern- 
ment’s policy of wage stabilisation, and who expected some 
large gesture in return for their continued co-operation in 
imposing restraint upon their members. It is true that they 
have some added weapons in their armoury—tax relief for 
the lower income groups, retaliatory action against Mr Lord, 
Sir John Black and other industrialists, and the retention 
of food subsidies at their present level—with which to meet 
their fellow travelling or merely intransigent colleagues, but 
the concessions to organised labour have not been great 
enough to affect the gradual dissolution of the “ wage freeze.” 
It is probable that the unions which have hitherto supported 
wage stabilisation will go on supporting it, those who oppose 
it will go on opposing it, and that Sir Stafford has done very 
little to affect the argument. 


The Chancellor gave no indication in his budget speech 
that he has any idea of how a coherent policy for wages can 
be established. He gave a general warning: 


If we try, by catch-as-catch-can methods to advance 
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anywhere and everywhere along the wage front we shall 
undoubtedly succeed in destroying full employment . . . 
through inflation. 


But while expressing sympathy with the condition of the 
lowest paid workers he admitted the difficulty of advancing 
their earnings, without upsetting the relative balance of 
earnings, within each industry. He also made a statement 
which, if it means anything, would destroy any personal incen- 
tive to higher productivity and economic efficiency : 

We have not yet found the solution for this problem of 
how to get the increased earnings corresponding to the 
increased production into the right pockets so as to eliminate 
cases of personal incomes that are too low. 

In other words Sir Stafford appears to favour a policy, though 
he does not yet know how to implement it, by which the 
lower paid workers who tend to contribute least to improved 
productivity should reap the rewards of improved efficiency 
on the part of their more highly skilled or efficient brethren. 


On the wages front as it actually exists, the Railway Execu- 
tive has refused for the fourth time within 18 months to 
make any concessions to those railwaymen whose basic wage 
rate is under £5 a week. It is expected that the claim will 
‘again go through the process of arbitration before drastic 
action is taken. It is possible that, for the sake of peace, the 
claim m‘ght eventually succeed, at least in part, although the 
behaviour of the National Union of Railwaymen has done 
much to prejudice their case. It is also possible that the 
dispute in the engineering industry may reach a peaceful 
settlement. The Confederation has been left in no doubt of 
the dangers of its proposed ballot on strike action or arbitra- 
tion, and conversely the Minister of Labour has expressed 
his willingness to mediate in the dispute. If the union leaders 
can swallow ther pride and their fear of their own rank 
and file, they may welcome agreed settlements. 


* w * 


Dockland Disturbances 


The perennial trouble spot in industrial relations—the 
London docks—is again inflamed by two unrelated but 
equally irresponsible disputes. The outcome of a dispute 
over the opposition of the National Amalgamated Stevedores’ 
and Dockers’ Union to a proposed scheme for permanent 
employment was still unknown as The Economist went to 
press. But on Wednesday a lightning strike broke out and 
spread rapidly through the docks over the expulsion of three 
dockers from the Transport and General Workers’ Union, 
for their part in last summer’s dock strike. The body which 
has organised the strike is the unofficial Port Workers Com- 
mittee which was responsible for the long duration and 
bitterness of last summer’s dispute, and which is now making 
a renewed effort to spread the disaffection to other ports. 
Unlike almost every other industrial dispute, the recurring 
trouble in the docks is caused not by pressure for higher 
wages but by quarrels over jurisdiction and terms of employ- 
ment. The present strike is aimed not at the employers, 
who are not even a party to the argument, but against the 
officials of the dockers’ union. It is, however, a clear indication 
that there will be a recurrence of trouble in dockland as soon 
as the weather is sufficiently clement to enable the dockers to 
engage in strikes without personal discomfort. Unfortunately, 
there are no signs that the Government, the Dock Labour 
Board, or the Transport and General Workers Union have 
made any good use of the winter months to try—either by 
the introduction of a reorganised machinery of conciliation 
or by severer disciplinary measures—to reduce the likelihood 
that labour relations in the docks will be as disturbed this 
summer as in the last two summers. 


The stevedores’ dispute is based on the resentment of a 
craft union at an arrangement which threatens its prestige 
and power. The Shaw Savill and Albion Company has for 
some time been proposing to employ stevedores as part of 
their permanent staff on a weekly instead of a daily rate of 
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y, in the interests of better organisation, more stable 

bour relations and an increased sense of security for the 
workers. With no logical argument to support them, but 
pee on by the prospect of a loss of power and identity, 
the stevedores’ union has done everything to obstruct the 
launching of the scheme until the moment has come when 
the first ship on which the company are to try it out js 
actually lying off the Pool of London. The company propose 
to go ahead with the scheme unless the union is prepared to 
take the matter for settlement to the national joint council 
of the dock industry. It is more than possible that the 
stevedores’ union will call a strike and thus link their dispute 
to the internal quarrels of the dockers. 


* * n 


Atlantic “ High Council ” ? 


For over two years the British Government has steadily 
suffered the embarrassment of appearing to “ drag its feet” 
in the pursuit of European integration, while its colleagues in 
Europe showed every sign of being ready to tear down the 
track and its American friends hopefully and urgently waved 
the starting pistol. Yet the hesitations felt by the British have 
been neither ill-founded nor irresponsible. They fear on 
economic grounds a union of competitive industrial pro- 
ducers, all in deficit with an even more competitive industrial 
producer across the Atlantic. They have political fears of a 
closer European union which might weaken their links with 
the Dominions just as Communist pressure in the Far East 
grows more intense, and which might even—more ominously 
—encourage a recrudescence of isolationism in the United 
States. A frank question to the British Treasury or Foreign 
Office would no doubt prompt the reply, “ The kind of 
‘integration’ you press us to pursue in Europe will achieve 
the end of political instability, effectiveness in the cold war. 
balanced trade, multilateral exchanges, free currency and an 
expanding world economy only if the Americans are party to 
it. There can be no European defence—without America. 
There can be no positive solution of the dollar gap—without 
America. There can be no stable world market—without 
America. In fact, the whole waging of the cold war is 
inconceivable if the main aim of European and American 
diplomacy is to create conditions in which each can be 
independent of the other.” 


Obviously, however, to have made such an answer at any 
time in the last two years could have involved Britain in the 
gravest political misunderstanding. It would have laid the 
Government open to the charge of shuffling off its responsi- 
bilities, of passing the buck to Uncle Sam, of demanding 
unspecified new dollar subsidies on top of the advances 
already made. Nor would Britain’s allies in Europe have been 
altogether loth to contrast their own willingness to act as 


good Europeans with the British “hankering for extra- 
European status.” 


There can, therefore, be nothing but the warmest welcome 
in this country for M. Bidault’s call for the setting up of a 
Council of the Atlantic Pact governments to ensure the 
“integration” of western policies at the highest level. 
His bold speech will crystallise ideas and suggestions 
that have been forming in the last three months. Two 
pressures have no doubt brought the French Prime Minister 
to his present view: first, the realities of European 
defence which the continued consultations of recent 
months have unveiled ; secondly, the growing Communist 
threat on non-European fronts. There is as little solution 
for Indo-China in a purely European setting as there is for, 
say, Britain’s long-term relations with its Asiatic Dominions. 
So often in the past, the political and economic interests of 
Britain and France have seemed to diverge ; here at last is 
an issue on which policies can be identical. The examination 
and consolidation of M. Bidault’s proposal should be the first 


concern of the officials preparing for the Three Power mect- 
Ings next month. 
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Leopold’s Offer 


The inconclusive outcome of the Belgian referendum— 
in which the vote for the King’s return was only 57.6 per 
cent—had the result that many people feared and predicted 
at the time. The political crisis dragged on inconclusively 
and while statesmen attempted—without success—to form 
cabinets, opinion in the country became more violently and 
stubbornly divided between supporters and opponents of 
the King. 


These repercussions seem at last to have had their impact 
on the King in his Swiss exile. When M. Van Zeeland’s 
efforts to form an all-Catholic cabinet, designed to bring the 
King back unconditionally, failed last week, Leopold himself 
moved to end the deadlock. He broadcast to the Belgian 
people, declaring that the monarchy must be above party, 
appealing for national unity and offering to transfer his royal 
prerogatives temporarily to his son, provided Parliament 
brought the Regency to an end. 


It was M. Spaak, the Socialist leader and firmest of the 
King’s opponents, who first evolved the formula of a 
temporary transfer of powers to Prince Baudouin. The King, 
however, did not adopt the suggestion in its entirety and his 
modification unhappily leaves the door open for further 
political divisions and misunderstandings. M. Spaak had 
proposed that the temporary cession of powers should be 
brought to an end in the autumn of 1951 by the abdication 
of the King in favour of his son, who would by then have 
come of age. The King, however, speaks of bringing to an 
end the delegation of powers “with the consent of the 
Government at a moment which I deem commensurate with 
the interests of the country.” There is thus a loophole in 
his offer for the repetition of the present crisis in which the 
King’s desire to return to power is blocked by one political 
party and supported by another. 


The general reaction to the King’s offer is on the whole 
one of doubt. The Catholics are now divided between the 
extreme wing who wish for the King’s immediate uncondi- 
tional return and those who are ready to explore the com- 
promise. The Socialists and the Liberals are anxious to clarify 
the more obscure aspects of the King’s intentions. What 
is a time “ commensurate with the interests of the country ”? 
What precisely would “the consent of the Government” 
entail? A majority of one Catholic vote? A two-thirds 
majority? The consent of the three parties? It is difficult 
to believe that confidence can be genuinely restored until such 
queries are answered, 


* *® x 


New Customers for China ? 


Official spokesmen in eastern Europe are always on the 
look-out for new ways of showing that their countries can get 
along perfectly well without western—and particularly 
American—cooperation. At present the Poles, the Czechs, 
and the east Germans are being told that Communist China 
can become a most valuable new trading partner. Its 
present difficulties are ignored and the country is 
portrayed as possessing all the essential conditions for the 
development of a sound and productive economy ; it is said 
to possess “ huge hidden resources of all known minerals.” 
A Polish mission has already returned after concluding an 
interim agreement, and a recent official Polish statement held 
out “ great hopes of further expansion ” of trade with China. 


On his return from Moscow last week Herr Handke, the 
east German Minister of Trade, said that he had held 
preliminary trade talks with Chinese representatives in 
Moscow, and that a German mission would shortly go to 
Peking to conclude an agreement. The east Germans are 
being told that Communist China, with its 15-year plan 
beginning next year, will provide a ready market for their 
machinery and technical equipment. It is also being hinted 
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to the west Germans that, although the obstructive attitude 
of the western powers towards east-west trade at present 
prevents them, too, from enjoying the advantages of increased 
trade with China, the east Germans will in fact negotiate 
in Peking on behalf of all Germany. 


How much reality is there in all this? Before the war, 
China played only an insignificant part in the foreign trade of 
Germany and eastern Europe. In 1929, in the case of both 
Poland and Czechoslovakia, imports from China comprised 
only 0.1 per cent of their total imports ; throughout the 
thirties they hardly ever rose to more than 0.5 per cent. 
German imports from China represented 2.7 per cent of total 
imports in 1929, 2.4 per cent in 1935 and 3.3 per cent in 
1938. The corresponding percentages of German exports to 
China are 1.4, 2.2, and 2.7. Even if the Chinese Communists 
are able and willing to do better than this and to buy what- 
ever capital equipment Germany and eastern Europe are able 
to export, what can they offer in exchange? Before the war 
one of the most important of China’s exports was oil seeds 
and vegetable oils ; in 1932 these accounted for about 75 per 
cent of China’s exports to Germany, and did, in fact, provide 
a considerable proportion of Germany’s imports of oil seeds. 
But China has a long way to go before it again reaches its 
prewar production of oil seeds; and the same could be 
said of the other principal Chinese prewar exports—cotton, 
metals, bristles, and tea. In the case of bristles it appears that 
the Soviet Union is going to corner most of the Chinese 
supplies for re-export to Europe and the United States. 


It is true that during the prewar years China was con- 
tinuously at war ; but conditions can hardly be called tranquil 
now, and the amount of reconstruction that must be under- 
taken is colossal. China may eventually become an important 
market for Germany and eastern Europe, which may benefit 
from the trade that used to go to the western Powers. But 
unless these countries are prepared to advance large long- 
term credits they will have to be content with only modest 
exchanges for some time to come. 


* wr * 


Mr Evans and the Farmers 


Last weekend the public was treated to the novel 
spectacle of a newly appointed junior minister deliberately 
and cheerfully talking himself out of a job. Shortly after 
his appointment as a Parliamentary Secretary to the Ministry 
of Food, Mr Stanley Evans startled his colleagues by asserting 
in public that care must be taken to prevent a situation in 
which “consumers become the milch cow to be milked 
irrevocably and continuously by our friends of the country- 
side.” This led to a protest from the National Farmers’ 
Union which was only stilled by the use of all the considerable 
diplomatic qualities of Mr Evans’s Minister, Mr Maurice 
Webb. Last week, Mr Evans deliberately returned to the 
charge by asking at a press conference a series of provocative 
questions (which had they been couched in Latin would 
have been prefaced by nonne) “Can the British farmer’s 
present privileged position be maintained? Do high subsi- 
dies conceal a good deal of inertia and inefficiency? The 
British taxpayer has not a bottomless purse out of which he 
can subsidise the industry.” Within forty-eight hours he was 
out of office. 


Mr Evans had committed two major offences. In the first 
place he had criticised the policy of his senior colleagues, and 
had therefore no option but to resign. It is possible that 
his appointment to the Ministry of Food had been made with 
the hope that he might prove a useful critic of established 
policies and practices in the administration of the food and 
farming subsidies, and that the evidence which confronted 
him when he had access to the files burst his never very strong 
barrier of reticence. If that is so, Mr Evans would have been 
in a stronger position if he had resigned first and made his 
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criticisms afterwards, rather than tramsgress an accepted 
rule of the constitution. But his sauce sin was far more 
heinous. Every query and most of the statements which he 
made about the dangers of the Government’s present farming 
policy were to the point and have been made time and again 
in The Economist. But to apply the unfashionable criterion 
of economic efficiency to farming, and to question the 
lavish methods of exacting a high output from agriculture at 
a time when the Labour party is attempting by every means 
to increase its strength in the rural areas, is a sin which 
will not be lightly forgiven. 


In spite of the promptness of the Government’s action 
to efface the impression of Mr Evans’s words, the farming 
community may well begin to suspect that the Labour party 
—as distinct from the Government—is beginning to waver 
in its support of the present agricultural policy. This is a 
reasonable suspicion. It can be argued that the cost of living 
is almost certain to be the dominant issue at the next election, 
and that the entire support of the rural areas will count for 
nothing as against a wave of disillusion and resentment 
among Labour voters in the urban areas. The subsidies can 
no longer cushion the full shock of rising prices. Hence- 
forth, as recent events have shown, any increase in the prices 
paid to British farmers will mean higher food prices in the 
shops, and Labour members who can view the tribulations of 
the taxpayer with dry eyes, feel a lively anxiety at a prospect 
of a rise in the cost of living of their urban constituents. Mr 
Evans may find more supporters on the back benches than 
his leaders have reckoned ; but, unfortunately, if the question 
of farming costs is discussed in the context of election 
strategy, farmers are likely to be treated merely as scapegoats 
for the troubles of the urban consumer, and the emphasis on 
the need to find the basis for an efficient and economic policy 
for agriculture, so trenchantly expressed by Mr Evans, will 
be overlooked. 


* * * 


A New Rent Policy 


The Government’s housing policy is faced with a 
permanent dilemma—on the one hand how to bring down 
housing costs and on the other how to raise controlled rents 
in a way that is equitable to both landlord and tenant. For 
the solution of the second difficulty Professor F. W. Paish 
has some interesting suggestions to make in an article in 
Lloyds Bank Review for April. Starting with a vigorous 
attack on the injustices to both-landlords and tenants which 
have resulted from the continuance of the Rent Restriction 
Acts he goes on to discuss the economic disadvantages of the 
present policy. He makes the familiar point that the present 
level of controlled rents first involves the deterioration of 
houses since landlords cannot afford to maintain them 
adequately ; and secondly that it adds to the immobility of 
labour by making tenants unwilling to move from controlled 
to uncontrolled premises. But he goes on to make an interest- 
ing diagnosis of the causes of the extreme pressure on local 
authority housing, on furnished accommodation and on 
houses for sale. He estimates that some 8,500,000 out of 
a total of 13 million houses are rent controlled and that their 
rents in terms of real income are about half what they were 
in 1939. These artificially low rents encourage an unecono- 
mical use of house room since tenants can afford to under- 
occupy their houses and have no incentive to see them fully 
occupied by sub-letting. This pushes up the demand for the 
4,500,000 other houses. 


By way of remedy Professor Paish elaborates and develops 
a scheme first put forward by Mr Harrod. This is to 
sweep away the whole ganglion of the Rent Restriction Acts 
and to allow rents to rise to their full market value. Of the 
increased return, say, 25 per cent would go to the landlord 
to cover the increased cost of repairs ; the remaining 75 per 
cent would go to the Exchequer by way of taxation and 
would be redistributed in compensation for higher rents 
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to those most in need in the form of larger family allowances 
old-age pensions and reduced taxation. Since owner. 
occupiers would benefit from the increased allowances and 
tax ‘concessions he suggests that should also contribute 
as a Class sufficient to cover their collective benefits. Assym. 
ing an average rise in controlled rents of 10s. a week and an 
average contribution by owner-occupiers of 7s. 6d. a week. 
about £55 million more a year would come into the hand; 
of private landlords and about £280 million a year woul 
accrue to the Treasury for redistribution. 


The economic advantages of such a scheme are obvioys 
but it would be immensely difficult to get it accepted by the 
Government. Acceptance would involve abandoning the 
concept of a general control operated for the benefit of those 
who are vaguely classified as “workers,” in favour of an 
accurate apportionment of financial assistance to those who 
really need it, the lower paid workers, families with children 
and old people. Since the Government has so far refused to 
consider need as the basis of assistance in the matter of food 
subsidies, or the National Health Service, it is unlikely to 
give way in the matter of rents. 


* * * 


Periodicals and Waste Paper 


A dispute arising over “ sale or return ”—the system 
of newspaper and periodical distribution, discontinued 
during the war, whereby newsagents can return and get 
credit for copies which they cannot sell—has led to the 
resignation of Hulton Press Ltd. from the Periodical Proprie- 
tors’ Association, The points at issue were, first, whether 
a new periodical could be launched successfully without 
permitting sale or return for a limited initial period ; and 
secondly, if sale or return were thought to be essential, 
whether it ought to be undertaken in the present precarious 
state of paper supplies, since newsagents will order far more 
generously if they do not have to take the financial risk of 
having unsold copies left on their hands. The PPA’s view 
is that it should be perfectly possible to start a new periodical 
without sale or return, but that if it is not, then the periodical 
should not be started at all—the overriding factor being the 
shortage of paper. To this Hulton Press have replied, first, 
that although there may be other ways of launching a 
periodical, sale or return for a short period is the quickest 
and most economical ; secondly, that sale or return is mercly 
one of the many ways in which a publisher can use exta 
paper and that it is no more wasteful than, for example. 
increasing the number of pages of a periodical or adding to 
the substance of the paper used—both of which are regarded 
as legitimate by the PPA. To strengthen their case Hulton 
Press have undertaken not to use more paper between March 
and June than they did during the last period before rationing 


- Was removed. 


If the PPA had been concerned mainly with conserving 
paper, Hulton’s undertaking on consumption would seem 10 
destroy its case. But since this argument seems to have been 
entirely ignored, it becomes a little difficult to avoid the 
impression that the PPA’s real concern is with maintaining. 
not paper supplies, but the status quo in publishing practice : 
for what it is trying to control is not the amount of pape! 
used, but the way in which it is used. 


If paper should again become really scarce, then rationing 
would have to be reimposed, and for this reason no publisher 
wishes to see paper squandered now. Nor is there 
any desire among publishers to revert to the wasteful 
and inefficient methods that were associated with 
the selling of periodicals before the war. But equally the 


present restrictive covenants imposed by the PPA prevent 
the growth of a properly competitive spirit and certainly 
hamper the launching of many worthy publishing ventures. 
British periodical publishers and wholesalers might well 
study the methods of their American counterparts who, by 
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using accurate and detailed market research, are able to sell 
a very large volume of periodicals without recourse to 
unlimited “sale or return.” If the PPA really wishes to 
promote the health of the periodical publishing trade, it 
should pursue with greater vigour and on a larger scale the 
tentative experiments which it has so far made in this 
direction. Simply to condemn the use of “ sale or return ” 
is not enough. 


Europe’s Coal Surplus 


European coal producers face a novel type of postwar 
problem—what appears to be the biggest surplus of coal 
and coke since the early thirties. In the present quarter they 
are estimated by the coal committee of the Economic Commis- 
sion for Europe to have more than three million tons of 
exportable coal and coke of which they cannot dispose, either 
through ordinary bilateral trade agreements or within the 
allocations made by the committee. Of this total, 1,800,000 
tons will be in France, including the Saar, 1,100,000 tons in 
Belgium, and the remainder in western Germany and Britain. 


At the same time seven countries need a total of 661,000 
tons of fuel, which they declare they cannot obtain from 
European sources either because qualities are wrong or 
because of payments difficulties. The Italians, for instance, 
have a deficit of 275,000 tons of steam coal ; but they cannot 
buy any of the 866,000 tons of surplus Belgian steam coal 
because they lack hard currency. They refuse to avail them- 
selves of the French surplus of 332,000 tons because they 
object to its quality ; Italian engine-drivers are said to com- 
plain that they are nearly asphyxiated by the fumes of 
French coal, Only about a third of this declared surplus of 
661,000 tons is in fact “ absolute ” in the sense that there is 
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a real shortage of certain special types of coal and coke. 
But the French, who are both importers and exporters of 
coal, are sufficiently concerned to be thinking of reducing 
their imports from both Germany and Britain. 


An unexpected decline in consumption is partly responsible 
for the sudden coal surplus. In France, where the amount of 
coal available for export has risen from 230,000 tons during 
the first quarter of the year to 2,054,000 during the second, 
the internal sales of coal for domestic heating have been 
between one and two million tons less than during a normal 
winter. Heavy rains have greatly increased the supply of 
hydro-electric power and led to a corresponding decline in 
the amount of coal consumed in thermal power plants. 


Yet, even if the present coal surplus is partly due to 
exceptional circumstances, there is no doubt that the 
European producers’ postwar policy of concentrating above 
all on getting high prices will continue to force importers to 
cut their imports to a minimum, and will stimulate the 
substitution of other types of fucl. Belgium’s export 
difficulties are due not only to the hardness of its currency 
but also to its high prices—even after a recent drop. 
Already Switzerland has substituted oil for coal on a 
large scale and, as the plans for developing refining in Europe 
get under way, the competitive threat of oil will grow more 
serious. In short, the present coal surplus in Europe, although 
partly due to seasonal factors, should be a warning that 
expanded production will not lead to expanded sales unless 
producers bring their prices down as part of a campaign to 
stop the present tendency to use other forms of fuel. 





* * 2 


Curtain Raiser for Torquay HE 
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The fourth session of the contracting parties to the t the 
General Agreement on Tariffs and Trade (GATT), which 1: 
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ended a six-week session at Geneva early this month, was 
mainly a preparatory meeting for the tariff cutting conference 
to open at Torquay on September 28th. The negotiations 
at Torquay are expected to be on an even larger scale than 
those conducted in the two previous rounds at Geneva and 
Annecy. 


The most unwieldy question facing the delegates in 
Geneva was the growing evidence that international trade 
shows little sign of returning to “normal.” It has, in fact, 
been moving in the opposite direction. Some countries, 
Italy and France for example, after “ liberalising ” their 
trade by reducing quantitative restrictions, have replaced 
these measures by tariff duties that in certain cases stifle 
trade even more effectively than before. 


An even greater curb to the freedom of international trade, 
the delegates found, is the large increase in import restric- 
tions, which have to a great extent nullified the effect of 
tariff concessions. The number of countries applying such 
restrictions has swelled until all but nine out of 86 nations 
now require import licences or exchange permits. Most 
of these restrictions have been applied for balance of pay- 
ments reasons permitted under the General Agreement ; but 
in some instances their object has been to protect home 
industries. This form of discrimination was studied at 
Geneva and will no doubt be included in the general review 
of quantitative restrictions that has been postponed until 
the Torquay meeting. Another point of contention, put off 
until the autumn conference, is the American insistence that 
Japan be granted most favoured nation treatment by the con- 
tracting parties. 


One of the most important concrete actions taken at the 
Geneva session was the agreement to a British proposal 
that the life of the International Trade Organisation (ITO) 
and GATT be prolonged for another three years. In 
other words, all tariff concessions made so far and also those 
to be negotiated at Torquay will remain binding until 1954. 
Another step forward was the admission to GATT of western 
Germany and Indonesia. 


What has worried some of the delegates most of all is the 
failure of the US Congress to ratify the Charter of the ITO. 
The American Administration has promised that it will be 
considered at the present session of Congress, but some 
observers are gloomy about its prospects in an election year. 
Perhaps the pessimists will take some encouragement from 
the State Department’s announcement last week that at 
Torquay it intends to take the very practical step of trying 
to lower tariffs on about 2,500 items. 


* * * 


Arab League into Arab Menace 


Once again the Arab League has papered over the cracks 
in its fabric and even its best friends are being forced to the 
conclusion that this is virtually all that it is good for. At 
its twelfth meeting it has produced a resounding security 
pact and some unanimous resolutions ; but, on examination, 
none amounts to more than whitewash for fundamental 
disagreements. Jordan, which has been freely named the 
nigger in the woodpile, is by no means the sole source of 
these. For instance, a provision forbidding military alliances 
between any two League members is clearly aimed at Syria 
and Iraq. Similarly, the collective security pact, when setting 
up a “ t military staff committee for making joint 
defence plans,” turns a deaf ear to the opinion of which 
Egyptian generals make no secret, that they cannot 
and will not discuss military matters with the Iraqi army. 
Another article of the pact binds contracting states not to 
conclude “ any international agreement which shall contradict 
this treaty, and not to adopt an attitude—in its international 
relations—toward other states which would be inconsistent 
with this treaty.” For the moment this clause is obviously 
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directed against possible Jordanian flirtations with Israel, ang 
some people are glad of its implication vis-d-vis Sovie; 
Russia, During the meeting the Syrian Minister of Nationa] 
Economy made to an Egyptian newspaper the statement that 
“if America continues to bring pressure on the Arab states 
to adopt a policy that would only result in Judaizing the Arab 
people .. . there will be only two courses open to the Arab 
world ; either to sign a non-aggression pact with Sovie 
Russia or to be eradicated as they were in Palestine.” 
Undoubtedly the clause would serve against anybody’s pact 
with Russia, but it could equally well serve to quash any 
new treaty which an Arab state might want to make with a 
western power, such as Britain. 


What purpose does such a meeting serve? Arabs are prone 
to do their thinking in compartments and to see no inconsis- 
tency in proclaiming one view and acting on another. 
Individually, they stand a chance of acting thoughtfully and 
with common sense. Collectively, they seem to be at the 
mercy of any one irresponsible member who—himself 
unaffected by the consequences of his oratory—may set all 
his colleagues off on a tack that does some of them incalculable 
harm. An example of this process is the way in which Egypt 
and Saudi Arabia, whose total trade is little affected by the 
volume of their trade with Israel, are pushing a boycott that 
harms Israel little but spells economic disaster for Lebanon 
and Jordan. Indeed, upon recent showing the League has 
become a menace to certain of its individual members. Its 
friends do wrong to boost it with praise of its solidarity, as 
Mr Bevin did in a recent debate in the House of Commons, 
The time to praise it will only come when—if ever that day 
dawns—it stops looking backwards over its shoulder at old 
feuds, and situations that are out of date, and turns its head 
to see what is best for the future of its needy peoples. 


* * x 


Capital Punishment in Scotland 


The evidence heard in Scotland by the Royal Com- 
mission on Capital Punishment was much more interesting 
and important than might be expected from the small space 
allotted to it in the English press. There are fundamental 
differences between Scottish and English practice in murder 
trials, and it is difficult not to agree with the opinion ex- 
pressed by the Muir Society that 


where murder is concerned the law in Scotland is more 
advanced, juster and more humane than it is in England. 


Quite apart from the difference in procedure, which, the Muir 
Society claims, enables a jury in a murder trial to be far less 
prejudiced than it is in England, Scots Jaw is flexible 
enough to allow far greater discrimination in each particular 
case. This does not mean that the trial judge is given a dis- 
cretion in the sentence to be imposed ; in Scotland, no less 
than in England, the death sentence is automatic once 4 
verdict of guilty of murder has been brought in. What 
Scots law does allow is a verdict of culpable homicide 
instead of murder, which carries with it a sentence of 
imprisonment instead of the death penalty. 


_ This power to reduce the crime to one of culpable homi- 
cide is not, it should be pointed out, the result of any attempt 
to define statutorily degrees of murder. The jury are directed 
and give their verdict, according to the facts and circum- 
stances of each particular case. One circumstance which 
allows the reduction of the crime is provocation—including 
provocation which would not be considered strong enough 
to reduce the crime to manslaughter in the English courts. 
Another is the modern interpretation of the McNaghten 
en has — —— before in The menor. 

who are sane and responsible for 
their criminal actions and those who are legall insane and 
irresponsible, Scots law now recognises a third class whose 


responsibility is diminished owing to their mental disability. 














THE ECONOMIST, April 22, 1950 





they prove to know a lot — which is why many passengers prefer the front seat. And talking to chauffeurs 
takes you straight to TI, since there’s hardly a car on the road to- 
day which could do without its TI components. Some of these, of The Adelphi, London, W.C,2 (Temple Bar 
like the axles and the steering column, are merely vital. Some, like 
bumpers, tubular seats or windscreen frames, are decidedly CoOn- —_o¢ precision tubes, of bicycles and components, 
venient. Some, like special enamels and fittings, make all the of wrought aluminium alloys, electrical appli- 


diiference to looks . . . (Chauffeurs know a lot about traffic signs, 


too. So do TI. They make most of them.) 
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The past 30 years have seen not only the development 
of British airlines from the first London-Paris service 
to a vast network covering nearly 70 countries, but 
also the steady maturing of something beyond 
machines and scientific progress. Throughout Britain 
and the world this has come to be known as British 
Airmanship and already it has earned a significance 
comparable with that which traditionally attaches 
to British Seamanship. 

British Airmanship sums up the reputation for skill, 
enterprise and reliability which in just over a generation 
of air travel has become inseparably associated with 
British airmen — something, indeed, to be proud of. 
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The lettets TI mean Tube Investments Limited, 


0271). They also stand for the thirty producing 


companies of the co-ordinated TI group, makers 
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The effects of Scottish practice can be seen in the following 
statistics of crimes and sentences :— 








Verdicts 

| ge aa alae 

| Indictments | Es oe 

| for Murder | Found j incl. Not |p. .4: 

i a Culpable | as se, =~ | Execution 

Insane | Homicide | Murder | Seas Carried 
| Proven Ont 

—_———_—-—_ -_ — - ~ - ~ _—— os — ! peas ! es 
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Se 10 5 1 - q - 
RR excess 5c 6 3 2 a Ae . 
Bk Cla oe | © 1 1 4 ~ - 
ined ang bank 5 1 2 1 1 - 
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RR 8 Rocky 1 2 - 
1936 pe ee 16 5 9 - 2 - 
LS ach <n adh ae 9 6 2 - 1 - 
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FER pe 19 4 7 4 a 1 
SE shes con evar 22 5 7 6 4 1 
SET oxides taaeds % 3 2 1 2 - 
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| 


It is clear from these figures, first, that Scottish juries are 
reluctant to convict for murder if there is a possibility of a 
lesser verdict and, secondly, that the death sentence is reluc- 
tantly carried out. From 1929 to 1944 Scotland had, in fact, 
an experimental period of abolishing capital punishment, 
and the effect on indictments fer murder can be seen from 
the first column. An outbreak of gang warfare in Glasgow 
at the end of the war led to murders and was met by the 
resumption of executions. This, according to the Scottish 
police, shows the value of the death penalty for dealing with 
the gangster murderer—though it is arguable that it would 
have been more constructive to have prevented such crimes, 
which could have been expected, from breaking out. What 
is certain is that, in the light of the Scottish evidence and 


Statistics, many executions that have taken place in England 
were senseless and unnecessary. 


* * * 


Absenteeism Among Shock Workers 


Revealing evidence about the effect on workers of the 
Stakhanovite, or shock-worker, system has been inadvertently 
provided by the Polish Government’s drastic measures and 
propaganda against absenteeism. A bill has been introduced 
under which any worker who stays away from work for more 
than four days a year without proper justification is liable 
to varying degrees of punishment, including reductions of 
wages between 10 and 25 per cent. At the same time, owing 
to the alarming proportion of workers going on sick leave, 
special committees with arbitrary powers are visiting the 
surgeries of medical officers in the industrial areas of Poland 
to ascertain whether patients have good reason to apply for 
sick leave and the doctors to grant it. 

ee on the situation in the official Trybuna Ludu of 
April 12th, Dr. I. T. Wolanski states that it has been noticed 
that many of the doctors’ waiting rooms, in Silesia particu- 
larly, are suddenly deserted by their patients on the appear- 
ance of the official investigators. | He reveals also that 
11 million persons entitled to free health benefits (enjoyed 


only by workers and state officials) paid 70 million visits to 
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doctors in 1947, 20 million of which involved hospita! ang 
surgical treatment. 


What is more, Dr. Wolanski states that in January, 1950, 
the Government had to pay sick relief benefits amounting to 
51 days for every 100 insured workers ; whereas in 1949 the 
rate was 50 days and in 1947 42 days Yo 100. This alarm- 
ing increase reached in February the figure of 59.9 days per 
100 workers. In Silesia, it is disclosed, the average worker 
is absenting himself on grounds of sickness for more than 
12 days a year. 


This abnormal rise in absenteeism among Polish industria] 
workers—whether due to genuine illness or not—coincides 
with the Government’s intensive drive to enforce the Stak- 
hanovite and other pressure systems for increased output. 
Throughout similar production drives in the Soviet Union, 
the authorities have always carefully avoided publishing any 
data which might indicate resistance by the workers or an 
adverse effect on their health. It is clear, therefore, that only 
grim necessity has compelled the Beirut regime to resort to 
publicity in order to appeal to workers’ consciences. The 
Polish Minister of Light Industries, Mr Stawinski, has 
explained that the bill, and its punitive measures against 
absentees, are necessary because the state is suffering losses 
amounting to “ billions of zlotys each year.” 


Dr. Wolanski virtually accuses doctors of aiding and abet- 
ting absenteeism through what he calls “their destructive 
liberalism” and of taking “a light-hearted view of the 
question of labour discipline,” which is “ disorganising pro- 
duction.” He points out that absenteeism increases notably 
in the spring, when workers are anxious to put in time digging 


Uncle Leopold 


If “ words be the counters of wise men and the money 
of fools,” the politicians of the continent seem to belong 
to the latter class. They are the dupes of words, and 
believe such pleasing sounds as Constitutionalism and 
Liberalism to be real actual freedom and genuine 
humanity. ... We regret that the liberal party of 
Belgium are not sensible of these truths, and have 
engaged in a plan to subvert the existing scheme of com- 
munal and other schools in that country because favoured 
by priesthood. It is well known .. . that there was 4 
severe contest betwixt the Government of the Nether- 
lands and the priesthood of Belgium on the subject of 
education before 1830; and the revolution was then 
promoted, not to say caused, by the attempts of the 
Government to remodel the education of the country in 
spite both of the people and the priesthood. The present 
Government, at least the Sovereign of Belgium, faithful 
to the principle that placed him on the throne, has ever 
since his accession acted very much in accordance with the 
wishes of his people. He has respected their communa! 
and municipal rights, of which they have ever been proud, 
and they in turn have respected his power. In the m-dst 
of disturbance Belgium has remained quiet. The efforts 
made to agitate her have recoiled on the agitators. She 
has been prosperous, and the people have been con- 
tented. Between the Sovereign and the community 4 
harmony of feeling—a mutual deference to their respective 
views and interests—has grown up, and his throne 
remained unshaken when revolt was all around him. 
His rule has been the reverse of rigid, and it is impossible 
to imagine a better testimony to its merits than the 
contentment and prosperity of the people. At present, 
however, his Ministers, not understanding the principles 
of government so well as Leopold, are promoting, in the 
name of liberalism, a scheme which is exciting the discon- 


tent of the people, and . . . may endanger the peace of 
the State. 
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their allotments. The new bill means that the Polish worker 
will have to submit to even greater regimentation than 
before. It remains to be seen whether his remarkable 
resistance to the introduction of Soviet methods will prevail 
over the Communists’ determination to get higher production. 


* * * 


Graduates in Employment 


It seems that the welfare state and a “planned” 
economy have bred an insatiable appetite for those with 
degrees in economics. Out of 183 vacancies notified to the 
Oxford Appointments Committee* 84 per cent were from 
the civil service or semi-governmental agencies. The fact 
that only seven of these vacancies were filled by Oxford 
candidates reflects the insistence of employers on a training 
in statistics ; this is not emphasised at Oxford to the same 
degree as at Cambridge and the other universities. 


The vacancies for arts graduates in industry and com- 
merce increased by 18 per cent over 1948. It is difficult to 
draw any conclusions from this figure since the employment 
prospects of arts graduates from Oxford and Cambridge are 
fairly good in large firms compared with those graduates from 
the provincial universities. But the opposite may well be true 
of small firms, who would look more to their local universities. 
It is still, however, the case that medium and small-sized 
firms, where lie the big new fields of the employment of 
graduates, have not yet overcome the practical difficulty of 
absorbing inexperienced young graduates and giving them 
the initial introductory training. Even with these reserva- 
tions an increase of 18 per cent in demand is encouraging. 


The most specific information given by the report relates 
to employment in teaching, a subject to which the committee 
directed special attention. The findings are disturbing 
enough on the arts side. In science and mathematics they 
are alarming. Out of 897 men taking their finals in mathe- 
matics, physics, chemistry, biology and engineering between 
1945 and 1949 only 49 became schoolmasters, and of these 
seven or eight have since left teaching. The quality of these 
men is even more to be deplored. In 1949 five young mathe- 
maticians took up teach'ng: one had taken a second class 
degree, one a third, one had honours in the shortened school, 
two had pass degrees. In physics six new graduates took 
school posts—four had thirds, two had fourths. Three 
chemists, all with seconds, went into schoolmastering and no 
biolog sts went at all. It is small wonder that the schools are 
being forced to drop some of these subjects from their 
curriculum, and to lower the standard of teaching in those 
that they retain. 


® ® * 


Exploited Daughters ? 


_ The Easter conferences have, besides their more 
weighty merits, that of serving as fruitful hunting grounds 
for amateurs of absurdity. The conference of the National 
Union of Women Teachers undoubtedly provides this year’s 
gem. Its brightest facet must be credited to Miss E. M. 
Hamlyn, whose onslaught on the medical profession, for 
granting certificates authorising the daughter of an ailing 
mother to remain at home to help in her “ pern’ckety and 
imaginary illness,” was of considerable psychological 
interest ; but she had worthy support from those other 
delegates who attacked the “unhelpful” magistrates— 

kindly old men ” who had the impertinence to question the 
absolute priority of school over home—demanded female 
school attendance officers who would “ go into the homes ” 
(with or without search warrants?) and “ get these girls back 
to school,” or deplored any attempt to relate technical 
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training for girls to the home as “just another aspect of the 
back-to-the-sink movement.” 


What sort of notion, on this evidence, does the unmarried 
woman teacher build up for herself of the world as it is, life 
as it is lived, and the future place of their charges in both? 
at a professional woman today, educated with all those 
privileges of complete domestic irresponsibility which the 
conference’s delegates claim for the exploited “little 
mother,” wishes bitterly that her training had been a little 
more “home-centred,” and resolves that her daughter shall 
be otherwise equipped to face realitv. Such an attitude 
is perfectly compatible with the view that a proper home- 
help service for the mother handicapped by illness, crippled 
by accident, or convalescent from childbirth, offers a better 
solution for all concerned than does the binding of burdens 
on the shoulders of schoolchildren. (But who, among pupils 
formed by these crusading anti-domestics, is going to 
embrace the career of home help ?) Nor need one condone 
that selfishness and irresponsibility which undoubtedly does 
account for a proportion of poor attendance records at 
school. But the schoolteachers’ claim to be judges in their 
own cause, their arrogant dismissal of whatever medical or 
legal opinion is not subservient to their own, and their 
simmering animus against home, parents, and (in several 
contexts) the male sex, make up a scarcely less unpleasant 
picture than does the callousness of the problem parent. 


Shorter Note 


The decision of Lord Reading and Lord Rennell to 
withdraw from the Liberal Party in the House of Lords and 
to apply for the Conservative Whip was not unexpected. For 
some time before the election it was clear that they were not 
in sympathy for the strategy of the Liberal Party—in particu- 
lar with the policy of putting up a large number of candidates. 
Lord Rennell has always spoken more as an independent than 
as a member of the Liberal Party ; but Lord Reading has 
taken an active part in Liberal Party politics and was the 
instigator of an abortive Bill to provide new safeguards for 
the liberty of the subject which was one of the Liberal Party’s 
most important contributions to the postwar debates. Their 
resignation wil] seriously weaken the Liberal Party in the 
House of Lords at a time when many Liberals were beginning 
to feel that it was in that chamber that Liberal policies could 
be most effectively advocated. 
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Letters to 


Parliament and the Consumer 


Smr,—Mr Herbert Morrison, speaking to housewives, is 
quoted in the Daily Herald of April 18th as follows :— 

We want the voice of the consumer to be effectively heard. 
So please use the machinery set up to push your grumbles home. 
If you think that the consultative committees are ineffective 
write to your MP about it. 

This, surely, represents a change of policy, and one of public 
interest and great importance. Clearly if Mr Morrison 
intends the Member of Parliament to be a higher court of 
appeal from the consultative councils, then :— 

1. The consultative councils are shown to be, in constitutional 
theory, the nonentities which they have so far proved to have 
been in practice. 

2. “ Matters of day-to-day management ” (which are inevitably 
matters of policy to the people in the locality) must inevitably 
come within the ambit of Parliament. 

On the first point, the consultative council could never have 
functioned as an acceptable forum for the effective protection 
of the consumer. However good the selection of members of 
the council, the body as such was bound to fail on the funda- 
mental count that the protection could not even appear effec- 
tive. It clearly has had neither the necessary power nor the 
local prestige to stand up to these vast new monopolies. As 
Member for Bath I have no standing or powers based on the 
sections of the relevant Act, and I have, therefore, no 
constitutional means to afford protection for the consumer 
against the monopolist, but at least I am in close touch 
with those who pay for gas in Bath—closer than a body 
of 24 members meeting at Taunton which has to cover the 
whole of the area from Worcestershire to Cornwall, and from 
Hempshire to Herefordshire. Moreover, the powers under the 
Act of even that body are virtually non-existent, and any 
prestige they may hope to attain has certainly not yet been 
developed. 

On the second point, when the population of any “ Eatans- 
will” wants electricity, gas, or a better train service from the 
monopoly, the issue to them is one of policy as to price, or as 
to priority, or both. Clearly they are a local community much 
smaller and more cohesive than the “ Area” set up under the 
Act, and they look to their member for such matters of policy. 
Now the member for Eatanswil] has, under present circum- 
stances, no responsibility for the financial soundness of the 
monopoly, and he will be subjectively on the side of his local 
community. 

This consideration must lead to the conclusion that if the 
Member of Parliament is in future to be the higher court of 
eppeal from a consultative council, then we need to think out 
a machinery by which that higher court of appeal can exercise 
its function in the objective atmosphere and with the objective 
procedure of the House of Commons, rather than in the 





THE ECONOMIST, April 22, 1959 


the Editor 


inflaming atmosphere of the constituency. Moreover, the 
members of such higher court of appeal must reconcile the 
responsibility for distributing the fruits of extended services 
and of lower prices with its opposite responsibility—that for 
making ends meet “one year with another.” 

It may be that the atmosphere and procedure of Parliament, 
which has worked successfully in the case of the Post Office, 
cannot be satisfactory also for these other national monopolies 
—although no such evidence has yet been adduced. If so, 
surely there is a case for developing some new procedure 
whereby Members of Parliament may act 23 a court of appeal 
in relation to the responsibility for ensuring that the under- 
taking does not lose money.—Yours faithfully, 


House of Commons I. J. Pirman 


Partition of Germany 


Sir,—The struggle between Russia and the western powers 
about Berlin is expected to flare up again. We must not and 
shall not give way to pressure. The psychological effect not 
only on Germany but on the whole of westera Europe would 
be fatal to our cause. On the contrary, everything possible 
should be done to make it clear to Russia that our determina- 
tion to hold Berlin has not weakened in any way. 

Our short-term policy is thus sharply defined. Our long- 
term policy, however, requires careful examination, especially 
before a decision is taken regarding the incorporation of 
western Berlin into Federal Germany as one of her constituent 
states. We are holding on to our position in Berlin, not because 
we need it, but because Russia needs it. Berlin is one of the 
trump cards in our hand for a general peace settlement to 
end the cold war. 

Our long-term policy must depend on the outlines of the 
general settlement at which we are aiming. ‘Three possible 
solutions can be ruled out as impracticable: (@) Russia will 
not allow a unified Germany under the dominating influence of 
the western powers ; (b) we will do our utmost to prevent 4 
unification of Germany dominated by Russia ; (c) the so-called 
neutralisation of Germany can only mean the situation 
described under (a) or (b) and is therefore out of the question. 
There remains a fourth solution which is the only practicable 
one short of war: the final division of Germany between the 
east and the west, and in this respect a compromise does not 
appear impossible. 


From an historical and geopolitical point of view Russia 
stands today farther to the west than is acceptable in the long 
run. Whereas Berlin and the Mark Brandenburg had 
originally come into existence as a march against the ¢ast, 
as a starting point for German expansion, the Altmark, Anhalt 
and the province of Saxony, Thuringia and the Land Saxony 
west of the Elbe were German territory long before the 13th 
century. Magdeburg, Halle and Leipzig, Erfurt, Weimar, Jena, 
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WHEN THE PRINCIPAL 
TIME-STUDIES HIMSELF — 


Recently, the head of a 
business checked-up on his 
own movements for a day. 
He was horrified at the time 
lost while he left his desk to 
seek information in other 
rooms—while he waited for 
the busy switchboard 
Operator to answer him— 
while he waited for staff to 
come to him; or while he 
went to see them, rather 
than get them away from 
their busy desks. 


-_ realised that these 
needless wastages applied 
equally to each of his execu- 
tives and staff. 


He has now CUT OUT 
THE WASTAGE, by instal- 
ling “ Modern” Internal 
Phones, giving instant inter- 
com throughout his building. 
He has proved that “Modern” 
Intercom saves far more 
than its modest rental cost 
—and helps the business to 
run more smoothly. 


Why not find out how 
“Modern” will help you? 
Rentals from ls. 6d. per week 
perinstrument. Systems avail- 
able if you have 2 rooms or 
any number up to 60. 





Full information from : 
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Zwickau, Chemnitz and Dresden are worth while considering— 
even from a purely German angle—as compensation for the 
loss of western Berlin. How much of these territories and 
how many of these towns could be obtained in exchange for 
Berlin cannot be foreseen. The uranium mines Russia is 
working in Thuringia will constitute an especially difficult 
problem. Nevertheless, the closing of the gap in the Iron 
Curtain and the complete control of Berlin would—one can 
assume—induce Russia to make considerable sacrifices with 
regard to the final frontier of her zone. 

Our aim should be to act in this matter only in agreement 
with the Federal Government. This appears not impossible 
but will be easier to achieve if effective intra-European organs 
with executive power in the field of investment, finance, 
currencies, exports, custom tariffs, patent rights and defence 
are being established and if western Germany, taking her share 
in the activities of these bodies, sees in United Europe a 
reality which is worth much more than the phantom of a 
German reunification.—Yours faithfully, 


Longcroft Lane, Welwyn Garden City R. W. BERMAN 


Nationalisation in the Sudan 


_ Sirn—Your correspondent’s article published in The 
Economist of April 8th suggests that Sudanisaition and the 
nationalisation of the Gezira Scheme are new policies adopted 
in haste under recent political pressure, and that pursuit of 
the first was the primary reason for the second. 

The policy of Sudanisation, that is, the replacement of non- 
Sudanese staff by qualified Sudanese as they become available, 
began to take definite shape after the Anglo-Egyptian Treaty 
of 1936 and has since been steadily followed. The change in 
the political climate in recent years has admittedly quickened 
the pace ; but it is not the wish of thinking Sudanese, nor is 
it the Sudan Government’s policy, that the pace should be 
determined without regard to the effect on the efficiency of the 
Government machine. So far from being satisfied with third- 
rate staff, the Government is fully aware that this task of 
training and guiding Sudanese through this period of transition 

_ demands staff not only well qualified technically but also 


‘imbued with a high spirit of human service. Furthermore, 


there is no evidence to support your correspondent’s assertion 
that better qualified and more experienced non-Sudzamese are 
being passed over in favour of Sudanese. The official directive 
says that promotion is to be given “to the man who has 
served the Sudan best and who is able to give it the best 
service in the higher post, irrespective of his origin and creed.” 

Thé decision not to renew the Sudan Plantations Syndicate’s 
concession when it expires in June, 1950, was taken six years 
ago. It had become clear before the war—and it is abundantly 
clear now—that the promotion of social welfare in the Scheme 
and the fostering of self-management by the tenants was not 
only socially right but was also necessary if the Scheme was to 
continue to be a successful agricultural organisation ; and the 
Government took the view that, in spite of good will, this 
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tunction of social ‘development could not be married with 
agricultural management by a company whose aims were neces. 
sarily commercial. But in taking the decision the Govern. 
ment was also mindful of the natural wish of the 
Sudanese to participate in the management of an enterprise go 
vitally important to their country. As regards Sudanisation jp 
the Scheme, an (all Sudanese) Select Committee of the Legisla- 
tive Assembiy has recently endorsed the policy of promotion 
by merit in the following words :— 
. . . your Committee, while insisting that every effort should be 
made to train Sudanese for higher executive posts as soon as 
possible and to promote them to such posts when they are fully 
qualified, support the principle that promotion should be strictly 
on merit, particularly in the Gezira Scheme where continued 
efficiency is so essential to the prosperity of the country. 
There are two other points in your correspondent’s article 
on which I must comment. First, his statement that strikes 
have become a national pastime is unwarranted. There have 
been only three strikes of any consequence in the last two 
years, and two of these lasted for only three days. Secondly, 
the Sudan is not alone in trying to make up for time lost 
through the war with the result that the volume and com- 
plexity of the work put on the civil service has greatly increased, 
The manner in which it has responded and its solid achieve- 
ments in economic and social development contradict your 
correspondent’s advérse stricture on its morale.—Yours 
faithfully, 
A. L. Cuicx, 
Financial Secretary, Sudan Government 


The Zemindars 


Sir,—Excellent though your Calcutta  correspondent’s 
appreciation: of zemindari and its aoolition, in your issue of 
March 4th, was, there is one error of emphasis that calls for 
correction. 


None will lament the passing of the system, least of all those 
who were in any way concerned with its administration 
between the two wars. But there will be some regrets for the 
zemindar. The majority were, as your correspondent says, 
idle ; but few—a minority and not a majority—were vicious ; 
and very, very few, at least in Bihar and Bengal, were drunken. 
Evictions and rack-renting ended for practical purposes, in 
Bihar and Bengal, long before the zemindars succumbed to 
their mortal illness. And, even of that district of North Bihar 
spoken of by the great finance member whom your correspon- 
dent quotes, the memory that lasts is not the constant and 
vexatious litigation indulged in by most zemindars (their 
tenants were as bad), nor the worthlessness of some, but the 
kindliness, the courtesy, and right living according to their own 
principles of the many. 

The tenants will not always find the exchange of the personal 
landlord for the impersonal Sarkar Bahadur a change for the 
better —Yours faithfully, 


Boma, Ndola, Northern Rhodesia 


Khartoum 


R. N. Lines 


A TEST WORTH MAKING 


(1) Think of three important events in national or international Politics, 
Economics, or Social Questions which occurred during, say, the past decade. 
(2) Try to find full details of these happenings in any of the newspaper or 


periodical files, scrapbooks, hi reference works, etc. at your 
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the complete and authentic data, no matter whether you were looking for 
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As long as it is an important FACT in World or Home Affairs, you will find it 
recorded in KEESING’S—from 1931 right up to last Saturday (thence weekly 
pian a mark : it’s the perpetual Index that makes ali the 
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Books and Publications 


Balkan Nationalism 


« Macedonia.” By Elizabeth Barker. Royal Institute of 
International Affairs. 129 pages. 5s. 


CuaTHAM House can be congratulated on its recent publica- 
tions on Balkan affairs. It has followed up its edition of the 
Soviet-Jugoslav correspondence with an exccilent study of 
Macedonia, which for the last fifty years has been the central 
probiem not only in the relations between the Balkan states 
but also im great power policy in the peninsula. Miss Barker 
gives a clear and balanced picture of the main political and 
national factors, both internal and foreign, which have made 
the Macedon‘an problem so intractable. The story of the 
earlier years, of IMRO and the Supreme Committee and of the 
rivalry of Serbia and Bulgaria, has been told before, though 
not so intelligibly or impartially. What is quite new for the 
English-speaking public is her account of the policy of the 
Communist parties of the Balkan countries, and of the Soviet 
Government and Comintern towards Macedonia, both between 
the world wars and since the rise of Tito. 


The experience of the Communist parties shows how difficult 
it is to fit Balkan nationalism into any general ideological 
framework. In order to win support among their own peoples, 
the Communists of Jugoslavia, Bulgaria and Greece had to 
some extent to adopt the national point of view of their 
respective countries. Having adopted nationalism in order to 
win “the masses” for a policy whose aim was to replace all 
nationalism by “ proletarian internationalism,” they ended by 
succumbing to their own tactical slogans and became 
nationalists themselves. Even in 1941, under the Bulgarian 
Fascist occupation of Jugoslay Macedonia, the proscribed and 
persecuted Communist parties of Bulgaria and Jugoslavia 
quarrelled bitterly as to which was to direct Communist acti- 
vities in the province. 

The attitude of the Comintern and of the Kremlin was 
always opportunist and often ignorant. They supported the 
Bulgarian point of view in the 1920’s because they believed 
that the internal situation was more favourable to revolution 
in Bulgaria than in other Balkan states. In 1943 they sup- 
ported the Jugoslavs because the method of resistance adopted 
by the Jugoslav Communists was more helpful to the Soviet 
war effort than that of the Bulgarian Communists. In 1948 
when they decided, from wounded vanity and from suspicion, 
to break with Tito, they reverted to a pro-Bulgarian policy. 
The results of this change have been disastrous for Moscow. 
Jugoslavia has been forced into co-operation with the west, 
Albania encircled, the Greek rebels deprived of support, and 
the Greek Communist party hopelessly compromised in the 
eyes of Macedonian Greeks. Stalin has hitherto proved no 
more capable than Nicholas II, Francis Joseph, Mussolini or 
Hitler of finding a “ scientific ” remedy for Balkan nationalism. 


A Wan Revival 


“An Inquiry into the Principles and Policy of the Govern- 
ment of the United States.” By John Taylor. Routledge 
and Kegan Paul. 562 pages. 355. 


THIS is the first volume of a series of “rare masterpieces of 
philosophy and science” which is being edited by Dr W. 
Stark, The selection of John Taylor’s “Inquiry” for the 
honour of a reprint in such a handsome, if expensive, format 
certainly deserves a welcome. It is perhaps a matter 
for dispute whether his philosophy of agrarianism has that 
“ special significance for the present” which the publishers 
desiderate in the works they select for revival. Much of 
what he has to say, ranging from his overestimation of rural 
virtue to his undeviating hostility to paper money, has more 
charm than applicability. Nor is the United States likely to 
heed in 1950 the injunction it ignored in 1814, to instal annual 
elections for Senators and representatives, and to make 


re-election to the Presidency impossible. In other words, 
much of what Taylor had to say was out of date even when 
he said it, and is entitled to the same decent obscurity as we 
now accord to the first of Locke’s Treatises of Civil Govern- 
ment. What remains relevant, truthful and compelling is 
Taylor’s Actonian awareness of the menace of ill-controlied 
or concealed power, and his analysis of the threat which 
economic concentrations can present to political democracies. 


When a book needs revival, it is generally worth while 
asking what has caused its neglect, and one does not have 
to read far in the “ Inquiry ” to realise that Taylor’s style 
and treatment leave a good deal to be desired. His logic lacks 
the cold, clear fury which arguments based upon similar 
premises acquired in the hands of Calhoun. Nor has it the 
limpid simplicity of the Jeffersonian spring from which so 
much of his thinking is drawn. Lastly, it suffers from the 
fact that in form it is not self contained but is an answer to 
John Adams’s “ Defence of the Constitutions of Government.” 
This makes it often laborious and needlessly involved ; it is 
as if, every time we wanted to read Locke, we had to refer 
to Filmer. This is where helpful editing might have made 
for easier reading, but unfortunately the text is provided with 
no footnotes and the introduction is written in such general 
terms as to be of very little use towards an understanding of 
what follows. The reader is left with no alternative but to 
wrestle with this somewhat involved, frequently prolix, yet 
rewarding exposition for himself. 


The African View 


“« Africa : Britain’s Third Empire.” By George Padmore. 
Dennis Dobson Limited. 266 pages. 12s. 6d. 


Mr PapMmore’s book has been given valuable publicity by 
being banned from the East African Colonies and the Gold 
Coast. This is a pity, for it is hardly worth so much atten- 
tion. It is, at best, an anachronism, stemming from the days 
when we were all divided into easy categories of imperialists 
and anti-imperialists, and one could be quite sure that every 
deed of an “ imperialist” was inspired by the most sinister 
and malicious motives. Indeed, so anachronistic is Mr 
Padmore that many of his quotations are taken from books 
written a decade or more ago, and many of his facts and 
figures are deplorably out of date, yet stated as if they were 
still the facts today. The author might legitimately argue 
that he does not like the trend of colonial policy in these years, 
but he forfeits all sympathy when he supports his argument 
with statements which manifestly no longer apply. 


The general design of the book is to conjure up a picture 
of Britain deliberately “exploiting” the Africans, refusing 
them their political rights, depressing the prices of their 
produce, rooking them of their mineral wealth. “ Socialist” 
when applied to the Labour Government must always be put 
in inverted commas, and Mr Creech Jones must be seen as 
the champion hypocrite. No wonder that there is a temp- 
tation to toss a book like this aside in a fit of temper, or to 
dismiss it with a shrug. Yet beneath the childish oversimplifica- 
tion is something significant. Mr Padmore is himself a black 
man, and he states what many of his people believe. Beliefs 
like this are the very backbone of the nationalist movements 
of Africa and we ignore them at our peril. 


German Management 


“ Manager von Morgen.” By Herbert Gross. Droste- 
Verlag. Dusseldorf. 295 pages. 


Herr Gross is a leading financial journalist in postwar 
Germany. As an outspoken advocate of free enterprise he 
is apt at times to state his case more uncomprehendingly than 
would be acceptable to writers in this country who would 
support Herr Gross, but not without qualifications which he 
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MARINE MIDLAND TRUST 
COMPANY OF NEW YORK 


James G. Blaine, presivent 
120 Broadway, New York, N. Y. 
STATEMENT AS OF MARCH 31, 1950 


RESOURCES 


Cash and Due from Banks..............- $ 99,797,467.7 
United States Government Obligations. .... 131,081,768.63 
State and Municipal Securities........... 4,917,833.70 
Stock of Federal Reserve Bank........... 600,000.00 
tive SCarstSesS «ok oc 6c os cen Ree naekes 4,803,627.15 
Loans and Discounts. ........2ccees . 111,432,195.09 
Mettnath.... <0. 6 iss ieseunkkaees 2,683,404.21 
Customers’ Liability on Acceptances....... 1,378,327.36 
Accrued Interest Receivable. ............ 801,985.14 
Other Reseerees. sc éccccscceesconensses 162,552.71 
$357,689,161.72 
LIABILITIES 
NN ow ce cn cccseccsctencesecssesesue $ 5,000,000.00 
NS, bs ioceds Succtcssareceviens 15,000,000.00 
Riaiiviied Praliie.. 5 5 ei eat 2,972,084.03 
Provision for Taxes, Interest, ete......... 1,158,640.59 
Liability on Acceptances. ............+-+ 1,403,744.36 
Cie SD bin a 6 oc ea eee atcbacsaess 662,784.37 
Dapeslts ......cnasncscccccsesepsecces:«  Senseeaseeeee 


$357,689,161.72 





IN NEW YORK STATE THERE ARE 19 MARINE 
MIDLAND BANKS WITH 102 OFFICES 


The Marine Midland Banks 


CONDENSED COMBINED STATEMENT AS OF MAR. 31, 1950 





RESOURCES 
Cash on hand and with other Banks. ....$ 219,599,609.52 
Due from Marine Midland Banks. . 10,267,949.26 
United States Government Securities.... 493,704,198.60 


State and Municipal Securities......... 44, 120,187.22 
Other Bonds and Securities............ 19,562,013.61 
Loans and Discounts... ...........000. 278,953,450.18 
MG arte. 5355 6 LER ELAS SRS 72,852,343.60 

Bank Buildings, at not more than cost, 
less amounts written off. ............ 7,248,126.01 
Customers’ Liability on Acceptances... .. 1,386, 142.58 
Accrued Interest Receivable. ........... 3,247,313.94 
Caher POMOC i 6 dks on asi ei nese 1,541,728.16 
WORM iis 6 0a vee $1,152,483,062.68 

LIABILITIES 
en ee ae ee $ 27,300,000.00 
Surplus and Undivided Profits.......... 53,774,741.10 
ONG... 5 eens dead sane tats oe *1,675,000.00 
Provision for Taxes, Interest, etc........ 6,261,461.70 
Liability on Acceptances. .............. 1,411,559.58 
Cee Ss isi ssi Ss oie aS 1,748,205.29 
DORON, a 65 5 eens twee cents vee 1,060,312,095.01 
Peles i cc aeekna $1,152,483,062.68 





Note — Securities and other assets carried at $94,612,111.54 in the 
above statement are pledged to secure public deposits and for other 
purposes required by law. 


* Afier applying certain reserves to write down assets. 
(Parent company and affiliate not included in above statement.) 


Members of Federal Deposit Insurance Corporation 
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would brush aside. In his latest book his approach is very 
much more detached. His self-imposed task is to collate 
American thought on the status and functions of management 
in the modern state and industry. If he draws little on British 
sources it is because this is a field of study to which British 
economists have contributed little. For all its Germanic 
approach in many ways, it remains eminently readable and 
covers topics now in the forefront of discussion in Germany. 
The author opens with a sustained and well-reasoned argumen; 
against Mr James Burnham’s “The Managerial Revolution.” 
a work he opposes for its defeatist attitude to finding a work- 
able solution for an efficient industrial economy in a politically 
democratic state. His readers obtain a very fair impression, not 
always lacking criticism, of Mr Peter Drucker’s writings on the 
place of management in an economy that still uses the investor’s 
savings but otherwise accords him little influence. The German 
managerial class is further given a first introduction to the 
excellent work in this field carried out during and since the 
war by the Harvard Graduate School of Business Administra- 
tion. 


Herr Gross sets great store by the personal factor in 
management. He cites and supports numerous examples of 
increased output attained by putting workers in the picture, 
by giving facts that encourage personal interest in the dulling 
routine of mass manufacture. None of the European economies, 
and least of all the German, he holds, have made anything like 
the use of this latent reserve “ that costs no Marshall dollars” 
and has become the normal equipment of the American factory 
manager, although he perhaps overrates the efficacy of profit- 
sharing schemes in industry as an incentive to higher output. 
It is less easy to follow Herr Gross—who throughout his book 
stresses that management is the first job of the manager—in his 
more philosophical dissertation on management. Thus, he 
makes a surprising plea for managerial activity in the political 
arena. But one sentence will suffice to show that he has heart 
and head in the right place when he writes of the present day 
German managerial class “that builds resplendent villas for 
itself while its employees continue to live in squalor.” 


Shorter Notices 


“The Twentieth Century.” By Hans Kohn. Victor 
Gollancz. 242 pages. 12s. 6d. 
PROFESSOR KOHN has produced one of those clear, compact 
expositions of the “isms” of our times which entitle him to be 
considered for the role of the American Joad. “The Twentieth 
Century ” is a backward look at the forces which have contributed 
to the maelstrom of our times since the over-auspicious dawning 
of this half-century. It contains much that it is useful to have 
compressed into such a convenient form, even if there is little 
which the well-informed student will find either novel or remark- 
able. Chapters on Imperialism, Racialism, Fascism, Nationalism, 
Communism all contain useful expositions of these diverse creeds. 
One cannot help regretting that Democracy receives by comparison 
rather skimpy and superficial, perhaps even too laudatory, an 
appraisal. The note of hope on which Professor Kohn ends his 
analysis would have gained in conviction if he had looked deeper, 


not merely into the enemy’s camp, but into the problems inside 
our own. 


“United Kingdom Policy: Foreign, Strategic, Economic.” 
Appreciations by Sir Charles Webster, Major-General 
Sir Ian Jacob, E. A. G. Robinson. Royal Institute of 
International Affairs. 100 pages. 4s. 
Tus booklet from Chatham House is good value for money. It 
consists of three papers prepared for a critical and well-informed 
audience—the British Commonwealth Relations Conference held in 
Canada last September. Sir Charles Webster opens in magisterial 
style with a sketch of British foreign policy since 1945, which is 
readable, fair, and comprehensive, but less than candid about 
Britain’s decline in power. Sir Ian Jacob attacks his subject with 
the freshness and authority of one who was Military Assistant 
Secretary to the War Cabinet throughout the war. Mr Robinson, 
a member of the Economic Planning Staff for two years after the 
war, treats the economic problems with clarity and great indepen- 
dence. Politicians, business men and students will be saved much 


reading by studying this book; and its circulation abroad would 


remove a good deal of misunderstanding. 
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AMERICAN SURVEY 





Warmth for Latins 


(From Our American Staff) 


HE arrival in Washington of President Gonzalez Videla 

of Chile, flown from Santiago in Pres:dent Truman’s 
own aircraft to be welcomed by flag-hung streets and 
cheering schoolchildren, marked a return of the warmth 
which has been lacking in inter-American relations for 
several years. It is a matter of op'nion whether the drop in 
temperature was the result of inattention, of American 
preoccupation with affa'rs in Europe and Asia, or of a belief 
that Latin America could safely be left to stand on its own 
feet for a while. And various explanations of the present 
rise in temperature, and of its significance, are also being 
given. When the visit was first announced, President Videla 
was supposed to be coming to celebrate the completion 
of a steel plant built with $12 million loaned to Chile by 
the United States. Political 
commentators mentioned the 
need, in the light of the cold 
war, for repairing the inter- 
continental bastions which had 
developed cracks during the 
last five years of diplomatic 
neglect. On the day after the 
Chilean President’s arrival in 
Washington, the leading New 
York newspapers discussed 
the changing position of his 
neighbour, President Perén of 
Argentina. 

Meanwhile, official explana- 
tions of the visit aroused old 
echoes as well as starting new 
ones. President Truman said : 
“ We want to be good neigh- 
bours to our sister republics in the western hemisphere, 
and we want to be helpful to other democratic countries in 
the world to attain peace and to maintain that peace.” Presi- 
dent Gonzalez Videla, replying, described his country’s 
“firm” policy as “ one of friendship and solidarity with the 
United States, on the basis of equal sovereignty.” There was 
no doubt that he considered the last phrase as important as 
the first. Mr Truman was also quoted as telling the Chilean 
President, in an extemporaneous moment: “ We have abso- 
lutely reversed our earlier policy by alliances with European 
countries, hoping to maintain peace in the world.” -He is 
said to have been speaking of the North Atlantic Pact, and 
it may be that the effort to explain that pact to a Latin 
Amer‘can stirred echoes of Washington’s farewell advice and 
Monroe’s doctrine which tangled his tongue. However 
cryptic the manner of its doing, the new policy toward 
Latin America is now officially bracketed with the better 
advert'sed European policy. 


Mr Acheson started on this new policy early in 1949 
when he succeeded General Marshall as Secretary of State, 
and already some progress has been made toward repairing 
the damage done by the State Department’s pre-occupation 
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with Europe during the two preceding years. But the 
fascination which other continents exert on press and public 
has meant that there has not been adequate comment on 
the new attitude toward Latin America. Its background 
is important. The Good Neighbour policy, set going by 
Mr Roosevelt shortty after his first election and in a period 
of extreme isolationist sentiment toward Europe, came to a 
stuttering halt soon after the end of the European war. 
It was not openly abandoned, but dragged along in a series 
of awkward moves as the belligerent Mr Braden, Assistant 
Secretary for American Republic Affairs when Mr Byrnes 
was Secretary of State, tried to continue a policy designed 
for war into a period of confused, turbulent and changing 
peace. Mr Braden resigned six months after Mr Byrnes 
was replaced by General 
Marshall, and the office he 
occupied was combined with 
one dealing with European 
affairs. 


By the time Mr Acheson 
succeeded Mr Marshall, 
European reconstruction had 
advanced far enough to allow 
the new Secretary of State to 
devote a little time to repair 
work in Latin America. First, 
the region was once more 
given its own Assistant Secre- 
tary of State to watch over 
it; this time his province 
was named Inter-American 
Affairs—the prefix is not 
without significance. This 
post was filled by Mr Edward Miller, young and active, 
born in Puerto Rico, speaking Spanish fluently, associated 
with the New York firm of international lawyers which Mr 
John Foster Dulles adorns. 


All these changes obscured the confused situation still 
further. Yet the spending of money for Latin American 
purposes went quietly on and remnants of the Good 
Neighbour Policy were kept pinned together until a new 
policy could be worked out to take account of the changed 
position of powers on both sides of the Atlantic. In 
September, 1949, the House Committee on Foreign Affairs 
was told that two types of programme were still in operation: 
one under the Inter-Departmental Committee on Scientific 
and Cultural Co-operation, which had spent $17,752,000 
between 1940 and 1948 on agriculture, civil aviation, and 
intellectual exchanges; the other under the Institute of 
Inter-American Affairs and its predecessors which had 
encouraged health and sanitation development, agricultural 
improvement, and education, at a cost of $58,953,000. 

Private funds began to flow south immediately after the 
war. Between 1945 and 1948 the money invested by the 
United States in Latin America, private and public, increased 


1943 1949 
QUARTERLY, AT ANNUAL RATE 


ode MSDE nee eae ee nema peas ee ee iene 








Fs pr are 


SENS ee 


arian & 








886 


by more than 25 per cent from $4.3 million to $5.8 million. 
This was, however, in no way comparable to the spending 
which was going on in Britain and Europe, and complaints 
began to be heard from the south. The United States had 
made general promises of aid at the Bogota Conference in 
1948—when would that help be forthcoming ? 


The first evidence of a new policy and a new attitude came 
in a speech that Mr Acheson made before the Pan American 
Society in September, 1949. He did not present it as new, 
saying that “in a family of nat‘ons as in families of 
individuals you should expect nothing more sensational than 
growth,” but the added inch of a growing boy marked on 
the door frame can hardly be counted as nothing. The 
next move was a round of visits which took Mr Miller, the 
Assistant Secretary, to most of the southern republics. 
From the speeches and reported conversations the American 
public has obtained some light on a situation that is too 
often presented merely as a series of squabbles. Two ma‘n 
conclusions emerge: first, the entire fabric of inter-American 
relations is more stable and more closely woven than it was 
two decades ago, and second, the new policy is at once 
rooted in the old, and a part of a wider foreign policy which 
includes countries on the other side of the Atlantic. 


* 


The improvement in basic relationships must be credited 
in part to the Good Neighbour policy which, whatever its 
shortcomings, did play a real, if sometimes awkward, part 
in helping the southern countries to make their way toward 
that twentieth-century industrialism that is the accepted 
measure of an adult nation. Four other factors helped: the 
shift from the loose paternalism of the Pan American Union 
to the more vigorous and democratic activity of the Organ- 
ization of American States; the practical co-operation 
during the war when the building of airfields and steel 
mills took the place of speeches ; the meeting of all the 
American states within the United Nations, which gave the 
southerners a welcome feeling of superiority because of 
their experience in Geneva, while the United States, lacking 
that experience, was prone to fumble; and last but not 
least, the intransigence of Argentina which provoked her 
fellow Latins into more joint ventures with what they like 
to call the northern Colossus than they might otherwise have 
been willing to undertake. 


As for the policy itself, its keynotes are mutual defence, 
mutual support, and improvement of multilateral trade so 
that the lines of commerce run not only north and south, but 
also east, west and between the southern countries. Mr 
Miller put it succinctly in a recent speech: 

In the Organisation of American States we have machinery 
for the discharge of our common business. In the treaty of 
Rio de Janeiro we have agreed to act together for the 
maintenance of our common peace and security. Experience 
shows clearly that we need the other American Republics 
and they need us. .. . Today we are especially concerned 
with improving material standards of living in the Americas. 
But there is a limit to what we can do. 

Unnoted in the United States, the speech was widely 
publicised throughout Latin America. Both the political and 
the economic foundations of the new policy are already being 
tested, the first by the charges of conspiracy to promote 
revolt in the Caribbean brought against Guatemala, Cuba, 
and the Dominican Republic by a committee of five fellow 
nations, the second by the ability of Belgium to lay down 
steel imports on the wharves of Brazil and Chile at prices 
lower than those charged by the newly completed steel 
mills in those countries, 
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American Notes 
Mr Truman’s Colours 


Mr Truman is a President who seems to be galvanised 
by adversity and heavy odds, but puzzled how to use success, 
He performed a political miracle in 1948, when even his 
own party gave him up as lost, and the great foreign policy 
measures of his Administration were achieved in years when 
the Republicans held control of Congress, a situation that 
in the past has often led to paralysis of government. It may 
be that the prospect of the mid-term elections, that frequently 
sap the majorities of the party in power, will inaugurate 
another period of activity. It is thought that the Democrats 
may lose 25 to 30 seats in the House, not enough to lose 
control of Congress as they did in 1946, but enough to push 
farther into the never-never land the carrying out of the 
radical campaign promises on which Mr Truman was 
returned in 1948, and which, despite heavy Democratic 
majorities, have been gathering dust in Congressional pigeon- 
holes ever since. Such losses might even threaten the 
international programmes of peace and reconstruction on 
which the President, at the beginning of his sixth year 
of office, has set his heart. 


The bipartisan foreign policy, that the Democrats now 
realise it was a mistake to neglect, is receiving Mr Truman’s 
personal attention; he has promised Senator Bridges—an 
ally of Senator McCarthy, to whom it must have been painful 
to make any concession—that the Republicans will be con- 
sulted on the formulation, as well as the execution, of foreign 
policy. A new organisation of the Senate Foreign Relations 
Committee, to bring its members into close and continuous 
contact with policy-making officials of the State Department, 
has been suggested by Senator Connally and well received. 


® 


After five years of office, Mr Truman’s self-confidence is 
far removed from the humility with which he took up Mr 
Roosevelt’s burdens in 1945. He announced on his return 
to Washington that the country had never been more pros- 
perous, and that he meant to take the lion’s share of the 
credit. The first half of his statement, at least, is borne 
out by the monthly report of the Council of Economic 
Advisers, though they caution Congress that the first 
quarter’s upturn does not promise sufficient economic growth 
to avoid a steady, slow increase from year to year in 
unemployment. One of the chief pillars of present prosperity 
is the housing boom, that in the first three months amazed 
the experts by surpassing last year’s figures by 57 per cent. 
It will continue to be fed by federal funds, for the new 
Housing Act authorises $4 billion in fresh credit for private 
building. 

Bipartisanship and prosperity, however, admirable and 
welcome ina they are, are not fighting slogans that will 
crowd the polling booths in November. Mr Truman’s 
decision to veto the Kerr natural gas Bill—dear though 1t 
was to such old-line Democrats as Senator Connally and 
Mr Rayburn, both from oil and gas-producing Texas—shows 
that he realises it would be folly to haul down the radical 
colours under which he campaigned to victory in 1948. 
The “non-political” tour through the North-West fixed 
for May would have been deflated in advance if the Republi- 
cans could have argued that the President was propelled 
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by the natural gas interests. The important consuming and 
voting majorities in the North are now safe; the vote in 
Congress was too close to hold out any hopes of overriding 
Mr Truman’s veto. In a small way, the Bill forced the 
President to choose between the Northern and Southern 
wings of his party as the civil rights programme did two 
years ago ; he has given the same answer. 


* * x 


Textiles in Distress 


To judge from the disappointing levels of clothing sales 
during March and the first week of April, an unusual number 
of American women must have joined the Easter parade in 
last year’s spring outfit. Textile manufacturers, already 
feeling that they have not been getting their fair share of the 
nation’s prosperity, are hoping against hope that the early 
date of Easter is to blame and that a few warm days will 
clear shop shelves and cupboards. They are not, in fact, 
nearly as full as at this time last year, for retailers learned 
caution during the summer recession. This means that 
there is less choice to tempt prospective purchasers ; textile 
manufacturers have naturally drawn attention to this explana- 
tion for the disappointing contrast between the tightness of 
purse-strings where clothes are concerned and their looseness 
when it comes to television sets and other durable goods. 
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Changing social habits are part of the trouble. A new 
dress is perhaps less essential when the potential wearer is 
going to watch television at home instead of going to the 
cinema ; the growing fondness for sleeping without pyjamas 
means that each American man buys an average of only 
one-third of a pair a year. Cotton has taken the place of 
rayon as woman’s favourite fabric this spring. It is cheaper, 
although this may not always be so if a new rayon spinning 
and finishing machine turns out to be as revolutionary as 
its inventor claims. And cotton manufacturers, more used 
to adapting themselves to declining demand than are rayon 
makers, have produced new designs and weaves that have 
caught fashion’s fancy. Even nylon is no longer a word 
for shop assistants to conjure with, although its great draw- 
back, its warmth in summer and its chilliness in winter, may 
be overcome by a new metallic process, “ milium,” which 
Can, it is asserted, be applied to all fabrics. It makes them 
reflect heat without losing their porosity, so that the same 


lightweight garment may keep the wearer warm in winter 
and cool in summer. 


_if buyers can be induced to believe in such an apparent 
impossibility, rayon may soon be well on the way to replacing 
wool entirely. Already there is a growing demand for rayon 
fabrics, and for rayon yarn to be mixed with wool, for men’s 
suits, from manufacturers squeezed between the rising price 
of raw wool and the customer’s refusal to buy expensive 
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clothes. Even so, rayon output declined last year for the 
first time since 1938 and processors have been selling 
surplus stocks of undyed goods at below cost price ; many 
weavers, heeding this warning, have already cut their opera- 
tions from a six- to a five-day week. 


The woollen industry’s long-standing complaints against 
the Administration’s trade agreements programme are 
becoming even louder as the new tariff negotiations draw 
near. But other branches of the textile industry are also 
complaining that it is being asked to bear the whole brunt 
of the Administration’s effort to make other countries self- 
supporting. As far as cotton is concerned, however, the 
trouble, so far at least, arises not so much from imports 
into the United States as from the sharp decline in American 
exports of textiles since 1947, caused by attempts to save 
dollars and by foreign competition in export markets. 
Japanese cotton goods, made on machinery and with raw 
cotton supplied by the American taxpayer, and likely to play 
a larger part than American in foreign trade this year, are 
a harder pill to swallow than the fact that Britain exported 
more cotton textiles in 1949 than the United States, reversing 
the 1948 relationship. 


* * * 


Governor’s Mansion to Let ? 


The New York Democrats, though they would like to 
share it, take with a pinch of salt the view that Mr Dewey, 
having publicly recognised that he cannot be a candidate 
for the Presidency in 1952, will wash his hands of public 
office entirely by declining to run for a third term as 
Governor. It has been argued that the candour of the four 
lectures recently delivered at Princeton University by Mr 
Dewey marks his elevation into the ranks of the elder 
statesmen with no ambitions of their own, and that his 
appointment of a number of his close advisers to other 
offices in the State was a mark of his own determination to 
retire. If this is Mr Dewey’s intention, he has laboured 
hard in the session just concluded at Albany to leave a 
promising political legacy to whatever Republican candidate 
is chosen: and he has neglected to prepare the Republican 
leaders in the State, a majority of whom have now committed 
themselves to support the man they believe can defeat any 
candidate put forward by the divided Democrats. 


Thanks to one renegade Democrat in the State Senate, 
Mr Dewey has been able to present New York with its 
own Republican rent control Act, a step that has probably 
undermined the Administration’s case for continuing federal 
rent controls. The Dewey Act covers the whole State, but 
the political benefits will be reaped in New York City, which 
accounts for over two-thirds of the controlled dwellings in 
the State, and is overwhelmingly Democratic. Mr Dewey 
has been shrewd enough to appoint a Democrat, Mr 
McGoldrick, as rent administrator. New York was the last 
big city to come under federal rent controls, and may be 
the last to abandon the principle ; it temporarily supple- 
mented the federal law with city legislation. With the 
housing boom reaching new heights, the need for rent 
control is more and more confined to the big cities ; the 
Administration apparently has been forced to concede 
this. 


Whatever Republican runs for Governor of New York 
next November, he will point with pride to a law that freezes 
rents—with minor exceptions—until after the election, when 
landlords will be able to raise them upon proof of hardship 
or that they are actually out of pocket. The second issue 
Mr Dewey has been nursing also involves a battle between 
state and federal powers, this time over control of the hydro- 
electric developments on the St Lawrence and Niagara 
Rivers. Three of Mr Dewey’s aides have been appointed 
to the State Power Authority with directions to fight any 
“littlke TVA” in New York, and particularly to oppose the 
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Seaway into the heart of the country that Mr Truman is 
determined shall accompany the development of St. Lawrence 
power, and that New York and Buffalo fear would leave 
their wharves derelict. 


The other main achievement of the session is the long 
delayed authorisation of the Thruway, the six-lane highway 
to connect New York City with Buffalo on Lake Erie—and 
thence with New England and points south—without any 
impediments such as traffic lights, level crossings, and speed 
limits. To begin work on this new artery, Mr Dewey has 
abandoned one of his cherished principles, that capital 
improvements should be paid for out of current income. 
To the irritation of other Democrats, who would have liked 
to make a campaign issue of this defection, the Thruway 
decision has been warmly welcomed by the Mayor of New 
York who, by virtue of the size of his budget and the 
number of his votes, usually chafes at Albany’s leading 
strings. 


* * * 


Southern Liberals in Jeopardy 


The first of the year’s primary elections, in which 
members of the two parties choose the candidates that will 
oppose each other in November, has gone off quietly in 
Illinois. There the question was not whether Senator Lucas 
would be chosen by the Democrats, and Mr Dirksen by the 
Republicans, to contest the Senate seat, but whether the 
Senate majority leader, burdened by responsibilities in 
Washington, will successfully repel an opponent who for a 
year has been cultivating the voters’ suspicions of deficit 
financing, foreign spending, and Communist influence in the 
State Department. Mr Truman’s speech in Chicago in the 
middle of May, the only one frankly billed as political, will 
provide an opportunity to give Senator Lucas a helping hand. 


In the one-party South, however, the primary is the 
decisive contest, and the Administration is worried about 
what may happen to Senator Pepper in Florida and Senator 
Hill in Alabama on May 2nd. The Democratic high com- 
mand was not sorry to find that there were sound reasons 
for giving priority to the Marshall plan authorisation over the 
long-heralded attempt to secure Senate approval for a Fair 
Employment Practices Commission that would protect Negro 
employment rights. Senator Pepper, though an outrider on 
the Democratic left, has had to respect Southern convictions 
on the race issue ; he publicly opposes FEPC, but has always 
refused to take part in a Southern filibuster against civil 
rights measures. Engaged in the hardest fight of his 14-year- 
long political life, Senator Pepper expects to receive such 
Negro ballots as are cast and would be glad to be relieved of 
an embarrassing decision before the primary. In Alabama, 
Senator Hill himself is not in jeopardy, but a postponement 
of the vote will help him to coax the Dix‘ecrats, the 
Southerners who left the Democrats in 1948, back into the 
fold. Unfortunately for Mr Truman, Senator Hill’s all too 
explicit explanation of how seniority inside the Democratic 
party helps the Southerners to block civil rights measures has 
given the Republicans what they consider proof of Demo- 
cratic hypocrisy on the Negro question, 


* 


Senator Pepper is no favourite at the White House, for he 
defended the Russians as long as they could be defended in 
the United States, sympathised with Mr Henry Wallace, and 
joined the anti-Truman movement at Philadelphia. But for 
him to go down to defeat would lose a reliable Administration 
vote and discourage even hardy Southern liberals from 
venturing into politics. It would rejoice the Republicans, 
for Mr Pepper’s opponent, Mr Smathers, one of his former 
protégés, has turned sharply right, and his anti-welfare state 
campaign has persuaded many Republicans to enter the 
Democratic primaries. Mr Smathers’ sharpest weapon is 
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Senator Pepper’s former friendly attitude toward the 
Russians, which he is exploiting in a manner that would do 
credit to Senator McCarthy. Senator Pepper’s margin <ix 
years ago was only 10,000 votes, but belated Administration 
support, coupled with the realisation that only an Adminis. 
tration Democrat can procure for the State the federal fund; 
it needs, may save his political skin this time. Whatever 
happens in Florida, the Administration has been awakened 
in time to the need for coming to the assistance of Senator 
Frank Graham, another Southern liberal whose primary takes 
place in September. : 


* * * 


Coughs in Carloads 


The makers of Old Gold cigarettes some time ago 
changed their slogan, “ Not a cough in a carload,” to “A 
treat instead of a treatment,” in deference to the Federal 
Trade Commission’s complaint that all cigarettes contain 
nicotine and that all of them irritate the throat. That 
complaint, first voiced in 1942, has only just led to a formal 
“ cease and desist ” order against such misleading advertising. 
This order, against which an appeal can be made in the 
federal courts, applies also to the manufacturers of Camel 
cigarettes, who used to claim that their brand encouraged 
“the flow of the digestive juices” and relieved fatigue. 
Similar orders are known to be on the way to other tobacco 
firms, but the makers of Chesterfields are apparently thought 
to be justified in announcing <nat “ They satisfy.” The FTC 
supported its argument with tests made at its request by the 
Food and Drug Administration. It also found that some of 
the testimonials offered by the companies in proof of their 
advertisements came from people who did not smoke at al! 


and sometimes could not even read what they were alleged 
to have written. 


The FDA and the FTC do not, however, always see eye 
to eye on the ques‘ion of coughs. Last autumn, with the 
approach of the open season for common colds, the FDA 
hastily permitted the sale of the new anti-histamine cold pills 
over the counter without a doctor’s prescription. While there 
is no evidence that the Federal Trade Commissioners are 
amongst those who suffer from drowsiness and other ill effects 
after taking this remedy, the manufacturers of these pills 
have also now been charged with unfair and deceptive adver- 
tising. The FTC does not consider that the evidence proves 
their claims either that the drugs are absolutely safe or that 
they are an effective cure for the common cold. 


* 


Cigarette and drug companies spend a larger percentage 
of their income on advertising than do any other businesses. 
except cereal manufacturers. The FTC has recently been 
given greater power to force them to spend this money 
honestly. Last February the Supreme Court, in the Morton 
Salt case, ruled that a company subjected to a “cease and 
desist ” order can be compelled to file annual reports to show 
that it is complying with the order. Previously the FTC had 
to carry out a fresh investigation every time it thought an 
order was being violated. The maximum penalty for such 
a violation used to be only $5,000 ; now it is $5,000 for every 
day that the order is violated. (The FTC has America’s dairy 
farmers to thank for this welcome gift which took the form 
of an amendment to the Bill repealing federal taxes on mat- 
garine and was their last shot in the battle they have waged 
for sixty years on behalf of those taxes. Once they realised 
that the battle was lost, their main concern was to prevent the 
margarine manufacturers from passing off their product 2° 
butter. It is doubtful whether all the members of Congress 
who voted for the amendment realised that, in the opinion 
of the FTC, it is applicable io all types of business, not simp!y 
to margarine-making firms who advertise their products 02 
posters decorated with cows and dairymaids. 
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Fraternity on the Campus 


The ex-service students in America’s universities have 
carried the fight for democracy onto the college campus and 
have been winning new victories in the “ Greek letter” 
fraternities, long criticised by both college authorities and 
students, not only for their childish and sometimes cruel 
initiation ceremonies but also for the snobbish standards by 
which many of them choose their members. These standards 
are set by the national organisations of the various frater- 
nities, not by the present students who make up only about 
10 per cent of the total membership. But today there are 
150,000 student members in 2,786 local chapters in 250 
colleges all over the country, a record which had not been 
expected in the postwar years. The fraternities regard them- 
selves as instruments of student self-government and, in 
theory at least, set standards of scholarship for their members 
and make rules to curb excessive drinking and so on. The 
present students have evidently decided that they are worth 
bringing up to date and a much publicised beginning was 
made at Amherst College last year. 

There the local chapter of Phi Kappa Psi “pledged” a 
Negro student and, after refusing to repudiate him, was 
expelled by the national organisation. Numerous student 
chapters protested and a Negro fraternity set an example by 
abandoning racial discrimination and inviting white students 
to join. About half the fraternities have restrictive provisions 
in their constitutions and apply them on religious and social, 
as well as racial, grounds, but a few months ago the National 
Interfraternity Conference, to which §8 fraternities belong, 
recommended that such provisions be eliminated. Many of 
its members will, however, be in no hurry to follow this 
recommendation, which the conference itself at first rejected. 
It was the student members, who were not even officially 
represented, that induced the delegates, all alumni (past 
students), to reconsider their decision. 
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The alumni objected to the recommendation because it 
infringed the right of each fraternity to select its own 
members. The same objection was advanced by Princeton 
alumni to the proposal, which has now been approved, that 
all this year’s sophomores should be asked to join the 17 
eating clubs for upper class men (undergraduates in their 
last two years) which take the place of fraternities at that 
college. In the past about 10 per cent of the students have 
been condemned to outer social darkness by failure to 
achieve membership, but this year the sophomores threatened 
to boycott the clubs entirely if the usual invidious distinctions 
were made. The Princeton alumni are largely responsible 
for the management and financial solvency of these clubs, 
and in the fraternities the alumni owe much of their 
influence to the fact that they pay, to a great extent, for the 
2,100 fraternity houses, valued at $100 million. These 
comfortable and even luxurious boarding houses are appar- 
ently sometimes the only form of residential accommodation. 
A group of students from various colleges are now working 
for the establishment of “ inter-group living units,” to pro- 
mote co-operation on the campuses between students of 
different faiths and races, 


Shorter Note 


Resolutions have been introduced in both Houses of 
Congress, sponsored by well known liberals from both parties, 
calling for a bipartisan inquiry into US policy in Germany. 
Its chief object would be to find out whether there is any 
factual basis for the persistent rumours that anti-democratic 
groups and propaganda are reappearing in Germany and are 
obstructing American policy there. Particular concern is 
caused by the danger that such anti-democratic elements 
may ally themselves with totalitarian Communism in the 
east, and that the old cartels may regain their influence. 
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THE WORLD OVERSEAS 





French Communism—I 


The Ideological Core 


(From Our Paris Correspondent) 


bbe now daily news of violence and agitation in the ports 
and industrial centres of France shows how the French 
Communist party is now committed to a programme of 
sedition and sabotage unparalleled even in the autumn of 
1939, when the party threw its full weight into a 
classical Leninist campaign against “the imperialist war.” 
In those days the Communists, with a party membership of 
about 100,000 and with 60 odd deputies in the Chamber, 
were still weaker than the Socialists, their former colleagues 
of the Popular Front. The party, although familiar to 
Frenchmen since 1920 and waxing stronger every year, still 
wore the appearance of an unpatriotic, fanatical minority, the 
agents of Moscow and the allies of Berlin. Soon afterwards, 
indeed, the Daladier government outlawed the Communist 
Party, imprisoned all its seizable deputies, deposed its trade 
union officials, banned its newspapers, occupied its premises 
and confiscated its assets. This was at the end of Septem- 
ber, 1939. From then onwards the French Communists 
operated clandestinely—first against the war effort ; then, 
when the Republic had fallen, against both Vichy and 
London ; finally, when Hitler had invaded the Soviet Union, 
as staunch neo-patriots against the Nazi occupying power. 


In 1950 things are very different. The Communist Party 
with its affiliated groups is the largest element in the present 
parliament, holding some 180 seats out of 620. Its member- 
ship, although much reduced since 1947, is still probably 
half a million. It controls the Confédération Générale du 
Travail, by far the strongest trade union organisation. It has 
adherents in all departments of French life: scientists, 
jawyers, university professors, civil servants, engineers, 
doctors can be found among them just as well as the prole- 
tariat of the town, the country and the docks. Probably the 
only profession without Communists is the Catholic Church ; 
and even there a few demagogic priests act as apostles of the 
Communist “ peace.” To be a believing Communist is, 
indeed, normal in France. One is or one isn’t ; that is all. 
And “Communist” means unquestioning follower of 
“ Staline, le pere des peuples.” French Titoism is still 
negligible. 


A State Within the State 


The existence on French Republican territory of a large 
and senior contingent of the Bolshevik world cadre is not a 
matter that can be a off with negative talk about 
preserving the integrity of the French State against “ separa- 
tists” and “ foreign nationalists,” although such preservation 
is obviously vital. For the presence in the heart of Paris 
of the P.C.F.’s Politburo, Secretariat and Central Com- 
mittee ; of the headquarters of the World Federation of 
Trade Unions ; of a hundred and one “ front organisations ” 
ranging from the Partisans of Peace to the Union of French 
Women is nothing less than a living token of the spiritual 
schism in French society. It is a sign, too, that France, if it 
has preserved democratic liberty, is no longer a fully 
sovereign state. 

Almost every day PHumanité, La Vie Ouvriére, Ce Soir 
and other Communist organs print incitements to sedition 
or calumnies of ministers in office which, under a working 
constitution vigorously suppcrted by public opinion, would 


entail a prompt prosecution and the severest penalties of 
the law. In France, it seems, the rule of law is emasculated 
by the repugnance felt for any measure, even if it be statu- 
tory, that may be interpreted as unrepublican. Further, the 
legal aspect of sedition has hitherto been blurred by the tacit 
assumption that Communist organs are themselves an estab- 
lished feature of the French body politic, a kind of illustrious 
para-state with its own field of autonomy. There are indica- 
tions that the Republic is now joining battle in greater earnest 
with the “ separatists,” as General de Gaulle calls them. 
The recently enacted law which accurately defines sabotage 
of national defence and punishes it with penal servitude is a 
true assertion of authority; so is the new provision that 
newspapers may no longer cry sedition behind the shield of 
the parliamentary immunity of a director who is also a 
député. It is nevertheless doubtful whether the French 
authorities will seek to do more than ward off the assaults of 
their Stalinist enemies. 


Social Unity Undermined 


The general run of opinion seems to be that French 
Communism in 1950 must be “ contained ” internally, just 
as, externally, the Atlantic powers plan to contain the Soviet 
Union (the patrie of the French Communist for whom 
France is merely his pays). “ Things are not going too 
badly,” says the man in the café, twiddling his glass. “Of 
course we are in a state of disguised civil war checked only 
by a strong police force. But if we can avoid real war, inside 
and out, our economy will gradually recover and in a few 
years, five or ten perhaps, we shall be out of the wood.” 
This optimism, which roughly represents the political think- 
ing of the Third Force and the American Economic Co- 
operation Authority is, with a dash of European integra- 
tionism, about the sum of good cheer that can be mustered 
for the French future. What political grounds are there 
for these bright thoughts ? 


Of the majority of the French population qua individuals 
it is doubtless true to say that poor economic conditions are 
the sole obstacle to a revival of its traditional intelligent and 
easy going happiness. Maturing national investment and 
increasing productivity would, other things being equal, spell 
a return to the happier times of not so long ago. But other 
things are not equal and, in particular, economic improve- 
ment alone will not bring social unity or restore the general 
will of the French people—things impossible to define in 


material terms but none the less conspicuous by their 
absence. 


Creed of an Elite 


French Communism is not, indeed, a simple function of 
poverty. Poverty and “ proletarianism ” (real and imaginary) 
may be—although this is not always the case—the general 
circumstance of Communist electoral support, of the Com- 
munism of the millions. But parliamentary Communism 's 
not Communism itself, but its mere instrument or adjunct. 
A surer index of Communism’s true essence is the fact that 
Stalinism is the creed of the élite ouwvriére, of the most 
creative and best paid section of the French workers. Of 
these militants, who form the bulk of the 100,000 “ depend- 
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ables” that are reckoned to exist in France, A. Rossi, one 
of the leading observers of French Communism, has written : * 
The essential fact is that the bolshevisation of the French 
Communist party made possible the creation of a new type of 
Frenchman hitherto almost unknown in the history of our 
country. This fact by no means represents a purely positive 
value ; for it implies at once the elevation and degradation 
of man and contains in the new qualities that it brings a 
principle of death. But its victory over the existing pre- 
valent morality is definite in a France, where the grande 
bourgeoisie often lacks greatness and where the working 
class itself borrows the tastes and ideals of the petite 
bourgeoisie. The new Frenchman fashions himself accord- 
ing to a foreign image, replaces Descartes by a primitive 
rationalism, which knows no defence against the devouring 
mystique of the Soviet Union. This Frenchman is never- 
theless considerably in advance of the rest of the population, 
which is driven backward to the past by its sufferings, 
longing for the easy times gone by. This prevalent regres- 
sion forges such (Communist) Frenchmen by thousands. 


The Sovietised Frenchman 


The evolution—in France of all places—of a kind of 
inspired but spiritually gelded sub-man seems at first sight a 
fantastic notion. But there is no doubt of the success of 
“ bolshévisme a la sauce tartare” among active, thinking, 
urban Frenchmen. Attempts are sometimes soothingly made 
to link 20th century French Communism with the anarcho- 
syndicalist working class tradition of the nineteenth century, 
or even with the name of Jaurés who, as the founder of 
the then Socialist Humanité, has the posthumous privilege 
of having his name appear at the head of every day’s ration 
of Stalinese. But this facile counterfeit, although useful to 
the Party in its popular front mood, fails to conceal the 
historical fact that the French Communist Party was founded 
at the Congress of Tours in 1920, when it accepted, against 
the opinion of Léon Blum and the Socialist leaders also 
participating, the “twenty-one conditions” of the Second 
Congress of the Comintern. Henceforth the French Party 
was to be a loyal servant of Moscow. The first condition: 
“ daily propaganda and agitation must be truly Communist in 
character and in conformity with the programme and 
decisions of the Third International” ... is certainly as 
scrupulously fulfilled by the French Politburo of today as 
of then. French Communism is, therefore, whatever be the 
confusions of the outer rings of its followers, something 
essentially alien, primitive and rigid. 
practice have during thirty years moulded the Soviet French- 
man, a simplified being who feels himself at the head of the 
nation and “ in the vanguard of history.” 


An Individualist People 


In the two articles that follow certain aspects of French 
Communism will be considered, especially its appeal to 
various social types and its uneven distribution throughout 
the French electorate. Meanwhile it is interesting to note 
to what extent the main ideas of Marxism (the economic 
class, class-struggle, class-morality, “History” and so on) 
are accepted also by non-Communist elements. This distor- 
tion of reality, from one side or other of the barricade, 
is indeed both the symptom and the perpetuator of the 
division within the nation. For, when the anti-Communists 
have also caught the collectivist bug, it becomes virtually 
impossible for them to tackle the problem of recreating the 
French community. Inasmuch, that is, as social divisions, 
le patron, louvrier and other abstractions, are considered as 
real by Frenchmen, they are real. Inasmuch as the “ class” 
is felt as an entity, it must inevitably supersede the creative 
freedom of individuals and the spontaneous formation of 
groups. The significance of General de Gaulle lies in his 
definite refusal to entertain the idea of internal conflict. 


Whether, as a matter of history, he has in the past done more 


* Physiologie du Parti Communiste Francais. 


Its doctrine and . 
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to unite Frenchmen or to divide them ; whether, in practice, 
he will find a way to give the nation the sight kind of 
momentum, are separate questions. The fact remains that 
he and M. Paul Reynaud are, on their different planes, the 
spokesmen of non-Marxist views and unity in a people which 
is by nature individualist and not collectivist. 


Israel’s Balance Sheet—II 


THE previous article set out in detail the extent to which 
Israel must for years depend upon foreign financial help— 
either given or lent—in order to balance its international 
payments. Only partially can it help itself, either by 
tightening its belt or by increasing productivity, or both. 
It has gone a long way towards the first objective, though 
not yet as far—judging by British experience—as it is 
possible for a healthy nation to go. The main means of 
producing the second result is plentiful new investment. 
At present the supply of capital does not nearly correspond 
to the numbers entering the country. New investment is 
sought both from home and from abroad. For overseas 
Jewry is by no means the sole source of the capital invested 
since the state was 
inaugurated. Of {1.80 
million of new invest- 
ment made in 1949, 
nearly half came from 
Israeli sources (in a 
proportion of 56:44 
of public to private 
investment) and a little 
over half from abroad 
(in a corresponding 
proportion of 67 : 33). 

A socialist state has 
therefore had to 
swallow some of its 
antipathy to the em- 
ployment of private 
capital in pursuit of 
private profit. In view 
of the straits which 
the country faces on 
international account, 
it is out to attract 
foreign investors in 
particular. Indeed, the 
government has by its 
recent investment law 
offered the foreigner favours which have raised among home 
investors murmurs against undue discrimination. Umbrage 
has been taken at a provision whereby new residents need 
for seven years pay no Israeli taxes upon income derived 
from abroad. Other complaints are heard because foreign 
investors have been freed from the obligations to offer 
foreign currency for compulsory sale to the Israeli treasury 
and because they may own and draw on deposits in foreign 
currency in Israeli banks. That this law, which is a siren 
call to the western investor, was passed in the Knesset 
(Parliament) by 117 votes to 3—only the 3 Communists 
dissenting—should dispose of fears that Israel, while under 
present management, will align itself with the eastern bloc. 
Several western firms of repute—Phillips of the Netherlands 
for electrical fixtures, Kaiser Fraser for motor-car assembly, 
the Geneal Tire and Rubber Co. of Ohio—had sought 
agreements for factories even before the law was passed. 

But a law, however enticing on paper, will not attract the 
commercial investor unless business conditions are promising. 
At present, Israeli wage rates are abnormally high in terms 
of dollars or sterling, still too high for the investor whose 
concern is money-making, not sentiment. They remain so 
despite the fairly successful efforts made to lower them 
since the national austerity campaign started a year ago. 
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French Communism—I 


The Ideological Core 


(From Our Paris Correspondent) 


— now daily news of violence and agitation in the ports 
and industrial centres of France shows how the French 
Communist party is now committed to a programme of 
sedition and sabotage unparalleled even in the autumn of 
1939, when the party threw its full weight into a 
classical Leninist campaign against “the imperialist war.” 
In those days the Communists, with a party membership of 
about 100,000 and with 60 odd deputies in the Chamber, 
were still weaker than the Socialists, their former colleagues 
of the Popular Front. The party, although familiar to 
Frenchmen since 1920 and waxing stronger every year, still 
wore the appearance of an unpatriotic, fanatical minority, the 
agents of Moscow and the allies of Berlin. Soon afterwards, 
indeed, the Daladier government outlawed the Communist 
Party, imprisoned all its seizable deputies, deposed its trade 
union officials, banned its newspapers, occupied its premises 
and confiscated its assets. This was at the end of Septem- 
ber, 1939. From then onwards the French Communists 
operated clandestinely—first against the war effort ; then, 
when the Republic had fallen, against both Vichy and 
London ; finally, when Hitler had invaded the Soviet Union, 
as staunch neo-patriots against the Nazi occupying power. 


In 1950 things are very different. The Communist Party 
with its affiliated groups is the largest element in the present 
parliament, holding some 180 seats out of 620. Its member- 
ship, although much reduced since 1947, is still probably 
half a million. It controls the Confédération Générale du 
Travail, by far the strongest trade union organisation. It has 
adherents in all departments of French life: scientists, 
Jawyers, university professors, civil servants, engineers, 
doctors can be found among them just as well as the prole- 
tariat of the town, the country and the docks. Probably the 
only profession without Communists is the Catholic Church ; 
and even there a few demagogic priests act as apostles of the 
Communist “ peace.” To be a believing Communist is, 
indeed, normal in France. One is or one isn’t ; that is all. 
And “Communist” means unquestioning follower of 
“ Staline, le pére des peuples.” French Titoism is still 
negligible. 


A State Within the State 


The existence on French Republican territory of a large 
and senior contingent of the Bolshevik world cadre is not a 
matter that can be shru off with negative talk about 
preserving the integrity of the French State against “ separa- 
tists ” and “ foreign nationalists,” although such preservation 
is obviously vital. For the presence in the heart of Paris 
of the P.C.F.’s Politburo, retariat and Central Com- 
mittee ; of the headquarters of the World Federation of 
Trade Unions ; of a hundred and one “ front organisations ” 
ranging from the Partisans of Peace to the Union of French 
Women is nothing less than a living token of the spiritual 
schism in French society. It is a sign, too, that France, if it 
has preserved democratic liberty, is no longer a fully 
sovereign state. 


Almost every day ’Humanité, La Vie Ouvriére, Ce Soir 
and other Communist organs print incitements to sedition 
or calumnies of ministers in office which, under a working 
constitution vigorously supported by public opinion, would 


entail a prompt prosecution and the severest penalties of 
the law. In France, it seems, the rule of law is emasculated 
by the repugnance felt for any measure, even if it be statu- 
tory, that may be interpreted as unrepublican. Further, the 
legal aspect of sedition has hitherto been blurred by the tacit 
assumption that Communist organs are themselves an estab- 
lished feature of the French body politic, a kind of illustrious 
para-state with its own field of autonomy. There are indica- 
tions that the Republic is now joining battle in greater earnest 
with the “ separatists,” as General de Gaulle calls them. 
The recently enacted law which accurately defines sabotage 
of national defence and punishes it with penal servitude is a 
true assertion of authority ; so is the new provision that 
newspapers may no longer cry sedition behind the shield of 
the parliamentary immunity ef a director who is also a 
député. It is nevertheless doubtful whether the French 
authorities will seek to do more than ward off the assaults of 
their Stalinist enemies. 


Social Unity Undermined 


The general run of opinion seems to be that French 
Communism in 1950 must be “ contained ” internally, just 
as, externally, the Atlantic powers plan to contain the Soviet 
Union (the patrie of the French Communist for whom 
France is merely his pays). “Things are not going too 
badly,” says the man in the café, twiddling his glass. “Of 
course we are in a state of disguised civil war checked only 
by a strong police force. But if we can avoid real war, inside 
and out, our economy will gradually recover and in a few 
years, five or ten perhaps, we shall be out of the wood.” 
This optimism, which roughly represents the political think- 
ing of the Third Force and the American Economic Co- 
operation Authority is, with a dash of European integra- 
tionism, about the sum of good cheer that can be mustered 
for the French future. What political grounds are there 
for these bright thoughts ? 


Of the majority of the French population qua individuals 
it is doubtless true to say that poor economic conditions are 
the sole obstacle to a revival of its traditional intelligent and 
easy going happiness. Maturing national investment and 
increasing productivity would, other things being equal, spell 
a return to the happier times of not so long ago. But other 
things are not equal and, in particular, economic improve- 
ment alone will not bring social unity or restore the general 
will of the French people—things impossible to define in 


material terms but none the less conspicuous by their 
absence. 


Creed of an Elite 


French Communism is not, indeed, a simple function of 
poverty. Poverty and “ proletarianism ” (real and imaginary) 
may be—although this is not always the case—the general 
circumstance of Communist electoral support, of the Com- 
munism of the millions. But parliamentary Communism 's 
not Communism itself, but its mere instrument or adjunct. 
A surer index of Communism’s true essence is the fact that 
Stalinism is the creed of the élite ouvriére, of the most 
creative and best paid section of the French workers. 
these militants, who form the bulk of the 100,000 “ depend- 
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ables” that are reckoned to exist in France, A. Rossi, one 
of the leading observers of French Communism, has written :* 
The essential fact is that the bolshevisation of the French 
Communist party made possible the creation of a new type of 
Frenchman hitherto almost unknown in the history of our 
country. This fact by no means represents a purely positive 
value ; for it implies at once the elevation and degradation 
of man and contains in the new qualities that it brings a 
principle of death. But its victory over the existing pre- 
valent morality is definite in a France, where the grande 
bourgeoisie often lacks greatness and where the working 
class itself borrows the tastes and ideals of the petite 
bourgeoisie. The new Frenchman fashions himself accord- 
ing to a foreign image, replaces Descartes by a primitive 
rationalism, which knows no defence against the devouring 
mystique of the Soviet Union. This Frenchman is never- 
theless considerably in advance of the rest of the population, 
which is driven backward to the past by its sufferings, 
longing for the easy times gone by. This prevalent regres- 
sion forges such (Communist) Frenchmen by thousands. 


The Sovietised Frenchman 


The evolution—in France of all places—of a kind of 
inspired but spiritually gelded sub-man seems at first sight a 
fantastic notion. But there is no doubt of the success of 
“ bolshévisme a la sauce tartare” among active, thinking, 
urban Frenchmen. Attempts are sometimes soothingly made 
to link 20th century French Communism with the anarcho- 
syndicalist working class tradition of the nineteenth century, 
or even with the name of Jaurés who, as the founder of 
the then Socialist Humanité, has the posthumous privilege 
of having his name appear at the head of every day’s ration 
of Stalinese. But this facile counterfeit, although useful to 
the Party in its popular front mood, fails to conceal the 
historical fact that the French Communist Party was founded 
at the Congress of Tours in 1920, when it accepted, against 
the opinion of Léon Blum and the Socialist leaders also 
participating, the “twenty-one conditions” of the Second 
Congress of the Comintern. Henceforth the French Party 
was to be a loyal servant of Moscow. The first condition: 
“ daily propaganda and agitation must be truly Communist in 
character and in conformity with the programme and 
decisions of the Third International” .. . is certainly as 
scrupulously fulfilled by the French Politburo of today as 
of then. French Communism is, therefore, whatever be the 
confusions of the outer rings of its followers, something 
essentially alien, primitive and rigid. Its doctrine and 
practice have during thirty years moulded the Soviet French- 
man, a simplified being who feels himself at the head of the 
nation and “in the vanguard of history.” 


An Individualist People 


In the two articles that follow certain aspects of French 
Communism will be considered, especially its appeal to 
various social types and its uneven distribution throughout 
the French electorate. Meanwhile it is interesting to note 
to what extent the main ideas of Marxism (the economic 
class, class-struggle, class-morality, “ History” and so on) 
are accepted also by non-Communist elements. This distor- 
tion of reality, from one side or other of the barricade, 
is indeed both the symptom and the perpetuator of the 
division within the nation. For, when the anti-Communists 
have also caught the collectivist bug, it becomes virtually 
impossible for them to tackle the problem of recreating the 
French community. Inasmuch, that is, as social divisions, 
le patron, Vouvrier and other abstractions, are considered as 
real by Frenchmen, they are real. Inasmuch as the “ class” 
is felt as an entity, it must inevitably supersede the creative 
freedom of individuals and the spontancous formation of 
groups. The significance of General de Gaulle lies in his 
definite refusal to entertain the idea of internal conflict. 


Whether, as a matter of history, he has in the past done more 


* Physiologie du Parti Communiste Francais. 
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to unite Frenchmen or to divide them ; whether, in practice, 
he will find a way to give the nation the sight kind of 
momentum, are separate questions. The fact remains that 
he and M. Paul Reynaud are, on their different planes, the 
spokesmen of non-Marxist views and unity in a people which 
is by nature individualist and not collectivist. 


Israel’s Balance Sheet—II 


THE previous article set out in detail the extent to which 
Israel must for years depend upon foreign financial help— 
either given or lent—in order to balance its international 
payments. Only partially can it help itself, either by 
tightening its belt or by increasing productivity, or both. 
It has gone a long way towards the first objective, though 
not yet as far—judging by British experience—as it is 
possible for a healthy nation to go. The main means of 
producing the second result is plentiful new investment. 
At present the supply of capital does not nearly correspond 
to the numbers entering the country. New investment is 
sought both from home and from abroad. For overseas 
Jewry is by no means the sole source of the capital invested 
since the state was 
inaugurated. Of £1.80 
million of new invest- 
ment made in 1949, 
nearly half came from 
Israeli sources (in a 
proportion of 56:44 
of public to private 
investment) and a little 
over half from abroad 
(in a corresponding 
proportion of 67 : 33). 

A socialist state has 
therefore had to 
swallow some of its 
antipathy to the em- 
ployment of private 
capital in pursuit of 
private profit. In view 
of the straits which 
the country faces on 
international account, 
it is out to attract 
foreign investors in 
particular. Indeed, the 
government has by its 
recent investment law 
offered the foreigner favours which have raised among home 
investors murmurs against undue discrimination. Umbrage 
has been taken at a provision whereby new residents need 
for seven years pay no Israeli taxes upon income derived 
from abroad. Other complaints are heard because foreign 
investors have been freed from the obligations to offer 
foreign currency for compulsory sale to the Israeli treasury 
and because they may own and draw on deposits in foreign 
currency in Israeli banks. That this law, which is a siren 
call to the western investor, was passed in the Knesset 
(Parliament) by 117 votes to 3—only the 3 Communists 
dissenting—should dispose of fears that Israel, while under 
present management, will align itself with the eastern bioc. 
Several western firms of repute—Phillips of the Netherlands 
for electrical fixtures, Kaiser Fraser for motor-car assembly, 
the Geneal Tire and Rubber Co. of Ohio—had sought 
agreements for factories even before the law was passed. 

But a law, however enticing on paper, will not attract the 
commercial investor unless business conditions are promising. 
At present, Israeli wage rates are abnormally high in terms 
of dollars or sterling, still too high for the investor whose 
concern is money-making, not sentiment. remain so 
despite the fairly successful efforts made to lower them 
since the national austerity campaign started a year ago. 
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Since then, the cost of living has been reduced by 15 per 
cent and the. wage level—which is pegged to it and which 
underwent cuts in July and October—by 12 per cent. But 
real wages seem to their earners to have fallen little if at 
all. The onslaught on costs is, however, only part of the 
battle. Even more herculean is the task of training back- 
ward newcomers—ex-Yemenis, for instance, whose demands 
are small—and of introducing them into an employment 
market that has long been dominated by the high standards 
—almost the highest in the world—of the Histadruth 
(Jewish Federation of Labour). The rank and file of old 
Histadruth members would be scarcely human if they were 
not jealous of these standards. But mere logic now asserts 
that the Government (of which their party, Mapat, is the 
backbone) cannot simultaneously preserve their standards 
and employ all the newcomers whom it is committed to 
letting in. Either they must accept some dilution in order 
to admit the immigrant trainee who wants work, or else 
they must shoulder the responsibility of dividing the Israeli 
nation into old-time “haves” and immigrant “ have-nots,” 
as well as of committing it to costs that place it at a 
disadvantage in world markets. 


Spreading -the Immigrants 


The organisation of greater productivity therefore calls 
not only for more investment but for a considerable psycho- 
logical effort. It also demands the physical effort of shifting 
the multitudinous newcomers to the places and jobs that will 
most quickly and directly produce new goods. They must 
be dispersed, when they leave the immigration camps, over 
rural as well as urban districts. Problematic numbers of 
them are ex-middlemen who, wishing for no other calling, 
cling to city lights and bustle and sink themselves in unpro- 
ductive small trading in the slums behind Haifa or Tel Aviv- 
Jaffa. This last now has a population of over 300,000, or 
30 per cent of the national total. If no more than at present 
is done 40 disperse the people who make their way out of 
the immigration camps without a proper assignment on their 
work-card, the figure will reach 400,000 in little more than 
a year. 


Theoretically, the Planning Department of the Prime 
Minister’s office, which is calculating on a basis of four 
urban families to every rural family would like to see, by 
1958, a distribution whereby only 15 per cent of the total 
population would be left in Tel Aviv-Jaffa, 10 per cent in 
each of Haifa and Jerusalem, 20 per cent in Galilee and 
10 per cent in the Negev. But to bring about this redistri- 
bution will cost an immense effort—how great can be realised 
only after visiting Jaffa’s congested back streets as well as 
the immigration camps through which a flow that has since 
August been 85,000 strong is passing in relentless volume, 
though with commendable speed. 


Effect of Arab Boycott 


Psychologically and physically as well as financially, there- 
fore, the task which the Israeli government has set itself 
by its policy of boundless immigration is extremely formid- 
able. One thinks of a juggler whose problem is which 
ball to push next. 


How are all these people to get work ? Does the Arab 
boycott greatly aggravate the government’s problem ? What 
would happen were American gifts to fall in 1950 or 1951 
by as much again as they did last year? These are the 
questions that tumble from the mouth of any witness of 
the juggling operation. The first no one can answer. A 
comparison of the numbers listed as “ settled” in deserted 
Arab villages, new Jewish villages, new factories, old 
factories and so on, plus the numbers still in camps, with 
the total number of immigrants, reveals how many of the 
people who officially rank as “ absorbed” are unaccounted 
for and must be living most precariously. As to the Arab 
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boycott, this is affecting Isracl much less adversely than jt 
affects some neighbouring Arab states. The Palestinian 
Jewish community’s trade balance with most of them was 
adverse ; Lebanon and Jordan in particular are losing more 
as sellers of foodstuffs than Israel is losing by their purchases 
of its manufactures. A considerable fuss has been made 
by the Israelis about the ill-effects of the Iraqi and Egyptian 
refusal to let crude oil through to the Haifa refinery, but 


here Britzin and Iraq, not Israel, are the real sufferers. 


Israel derived no royaltics, little in the way of customs dues 
and only a modicum of labour and income tax from the 
refinery’s operations. From the Israeli standpoint the chief 
current drawback of the stoppage is the irritating eyesore 
created by the great, idle refinery dominating an industrial 


-district that should be humming with activity. A potential 
‘disadvantage is the impossibility of starting the secondary 


industries which they hope to develop from the refinery’s 


‘waste products. 


The Tonic of Peril 


The answer to the question on American giving is simple. 
Were the contributions to fall further the country would 
have to face one of two unpleasant alternatives: either the 
close control and virtual stoppage of immigration, or else 
bankruptcy. If it could stop the clock, cut out immigration 
and consolidate at its present level, the total balance of 
international payments could be cut to half the present 
figure and the gap between incomings and outgoings could, 
by an effort, be met out of borrowings and earnings. But 
to most of Anierican Jewry, and to some (though not all) 
Israelis, such a stoppage is unthinkable. It is too like a 
return to the bad old days when a Jew had nowhere to go. 
The contributions are therefore likely to continue in a 
volume that corresponds to the tightness of the corner that 
Israel is in. So will national effort and sacrifice. Heredity 
proves that the Jews are tough; environment that the 
Israelis are healthy, educated, and filled with national-racial 
solidarity. Peril tends to be a tonic to such people. 


Land Reform in Italy 


[FROM OUR ROME CORRESPONDENT] 


Tue Land Reform measure sponsored by the Minister of 
Agriculture, Signor Segii, and now very shortly to be intro- 
duced into Parliament, follows in general the outline given in 
The Economist of May 7, 1949. The long delay must be 
largely ascribed to opposition inside the Christian Demo- 
cratic Party. As recently as February, a prominent deputy 
of the party, Signor De Martino, received the support of 150 
deputies for an alternative and much less radical project. 
This was dropped when the Prime Minister, Signor de 
Gasperi told the party group, in so many words, that either 
drastic land reform must be put quickly into effect, or parlia- 
mentary Government would prove unworkable. The reform 
which, to denote its character better, is now called Real Estate 
Reform (Riforma Fondiaria) will provide for the compulsory 
surrender, against compensation, of portions of estates having 
an annual income of 30,000 lire or more according to 1938 
tax returns, reckoned roughly (by private experts) to corre- 
spond to 750,000 lire of actual present revenue—say {400. 

The expropriation is progressive as the revenue of the 
estate is larger, but also varies inversely with the average 
revenue per hectare of each estate. For example, an estate 
of 300,000 lire (1938) revenue whose average revenue 4 
hectare is 1,000 lire, is liable only to $5 per cent expropria- 
tion, whereas an estate of 200, lire revenue with an 
i of 650 lire per hectare * liable to 65 per aed 

¢ Maximum expropriation quota cent is reac 
at a revenue level of ccsbod the for eas with the lowest 
hectare average, but only at 1,200,000 lire for those with 
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We've solved some problems in our time { 


Wantrp—an unspillable aircraft battery. That was 1916. 
On the western front, British artillery observation 
pilots, harried by enemy fighters, were learning new 
evasive manoeuvres in a very hard school. With them, 
right way up or upside down, went the batteries used 
for W/T communication with the gunners below. Every 
so often, inverted batteries lost their acid and put the 


wireless transmitters out of action. 


@ Chloride Batteries solved that problem quickly— 
and finally. A battery with each of its necessary gas 
vents constructed in the form of compartments within 
compartments, so as to make an acid trap, was soon in 
action : the first truly non-spillable battery, and the fore- 
runner of every such battery made since. 


@ For more than half a century, each year has brought 
its quota of problems to. this company. In industry, 
transport and communications here and abroad, we 


can point to tens of thousands of our Chloride, Exide 
and Exide-Ironclad Batteries each giving satisfactory 
service in the special job for which we were asked to 
design and produce it. Those are answers which time 


has proved to be right. 


q Our battery research and development organisa- 
tion is the largest and best equipped in the country—if 
not in the world. It is at industry's service always—ready 


at any time to tackle another problem. 
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Exhibitors and visitors to the Fair 
.are cordially invited to make use of 
the complete banking service provided 
there by Barclays Bank. The staff, at 


our stands given below, will be pleased 
THE BRITISH INDUSTRIES FAIR © telp you in any way possible. 


BARCLAYS BANK LIMITE 





LONDON : Olympia, Stand A.4, Earls Court, Stand 0.12. BIRMINGHAM: Castle Bromwich, Stand 1115 





Your Board Room or Office is a reflection of 
your efficiency and should be a forceful part 
of the business of selling, whether it be sales 
or services. You will find this efficiency in 
Catesby Office Furnishings and we offer you 
ourfull experienceand tradition ofservice. We 
invite your enquiries for a single item or com- 
plete new office to our Director of Contracts, 


Your enquiries for floor-coverings, and for any assistance are 
cordially invited. 


CATESBYS 


64/67 TOTTENHAM COURT ROAD 
LONDON, W.1 
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the highest average. Thus, it .is claimed, the inefficient will 
be much harder hit than the efficient, while, in practice, 
estates of very large territorial extension, containing much 
non-producing land, will be drastically broken up. Sales 
or gifts of land effected after January 1, 1948, are invalid 
for purposes of the reform except sales to peasants or gifts 
by way of marriage dowry. With that exception, estates are 
assessed as at the beginning of 1948, the date of entry into 
force of the Republican Constitution with its pledge of 
land reform. Subsequent sales are treated as attempts to 
evade the reform. Compensation is payable at the value 
shown for the land, and agreed by the taxation offices, in 
March, 1947, increased by ten per cent, and is effected as 
to one-quarter in cash and the remainder in § per cent 
bonds redeemable in 2§ years. 


The Real Estate Reform, applicable to the whole of Italy, 
has not yet been presented to the Chambers, but the Govern- 
ment has presented several measures which are an integral 
part of it. In January, an advance application of the general 
project was devised for the Sila plateau in Calabria, to 
procure an immediate break-up of several huge estates. On 
the model of the Sila law, a so-called Sample Law has 
now been laid before the Chamber to empower the Govern- 
ment to execute the main features of the reform forthwith 
in sample areas where large properties exist side by side 
with a multitude of landless labourers. The expropriations 
in the sample areas have been forecast at 500,000 hectares 
(1,200,000 acres) affecting 8,000 estates and providing land 
for 100,000 landless families. When the general reform 
has been completed, the land rendered available for peasant 
ownership should be from two to three times as much as 
this advance or sample portion. 


Another law, already presented but not yet approved, 
sets up a fund for the south (and also a much smaller fund 
for the north), into which the Treasury will pay about 100 
billion lire yearly for ten years. This device is intended 
to remove the detailed operations of equipment and develop- 
ment of the expropriated land from the sphere of parliamen- 
tary discussion and of normal budgetary auditing. The pro- 
posal has roused protest on constitutional grounds from the 
Court of Auditors, but the Government contends that only an 
autonomous body able to devise and carry out rapid expendi- 
ture programmes can see the measure through to success. 
The fund is not primarily concerned with the property 
aspect of the reform (payment of compensation to the 
expropriated and receipt of purchase prices or rents from 
the new assignees), but with road building, irrigation and 
housing—the necessary condition .of any economically 
reasonable settlement. 


4 


Communist Thunder Stolen 


A year ago Government spokesmen were emphatic that 
to detach land from existing units and to transfer it naked 
t0 new proprietors would be foolishness. The emphasis 
has shifted, and it is now said explicitly that the change 
of property rights is the prime aim of the reform. It is 
added, somewhat vaguely, that the new owners, once in 
enjoyment of their titles, will put their backs into the job 
of making the land assigned to them an economic proposi- 
tion. “Opponents of the reform, who are numerous, power- 
ful and vocal, talk as though land now being rationally 
farmed will really be parcelled out in complete disregard 
of productive and technical needs. They predict that within 
a short time the disgusted and disappointed beneficiaries will 
throw their new possessions on the market. But the whole 
process will be carried out by local agricultural committees 
in combination with official experts. Unless political agita- 
tions spread-any atmosphere of panic, there is at least as 
much danger that the reform will be frustrated by gentleness 
(as has been the case with a 1946 law for the compulsory 
surrender of misused and neglected lands) as that it will 
be recklessly implemented. None the less, the reform is 
described by the right wing as recklessly demagogic and 
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ruinous for agricultural stability. A few southern landlords 
have threatened open resistance, but the serious opposition 
will probably take the form of pressure upon the local 
executants of the reform. 


To the Communists, this reform represents a mean attempt 
by the Christian Democrats to capture their own thunder. 
The nearer it gets to the executive stage, the greater the 
efforts of Communism to rally the landless and poor peasants 
behind demands for still more radical measures. The Com- 
munists are, however, themselves embarrassed by the fact 
that the Italian peasantry has some idea of what has happened 
to small peasant property in sovietised countries. Hence, 
as can be read in the January number of Rinascita (monthly 
review of the Communist intellectuals) the accent is to be 
put clearly—in propaganda for the peasantry—upon 
advocacy of land reform for the benefit of the individual 
peasant without any premature exaltation of the merits of 
co-operative farming for which at present he has no liking. 


Peron and the Press 


[FROM A CORRESPONDENT RECENTLY IN ARGENTINA] 


Last July President Perén, speaking to the national con- 
vention of the Peronista party held in the Luna Park stadium 
in Buenos Aires, told his supporters that “ toleration should 
be allowed in graduated doses, but must eventually be 
brought to an end, not violently, but by giving a turn of the 
screw from day to day.” Ostensibly he was referring to 
schisms within the party camp. Events in Argentina during 
the past months show that the principle is being extended to 
cover other aspects of the national way of life. The turn of 
the screw policy is evident in the attack on the independent 
press conducted by the egregious Sefior Visca, head of the 
“ anti-Argentine activities committee,” and in the increasingly 
severe application of the desacato (disrespect for constituted 
authority) law. A further example is to be found in the 
extension of the clandestine censorship of mail and telephone 
conversations and of official control of messages from radio 
correspondents. 


The Visca committee, drawn from both houses of the 
Argentine congress and including members of the lower- 
house opposition (there is no opposition in the Senate), was 
originally appointed last year to investigate charges that the 
Buenos Aires police used third-degree methods to extort 
confessions. Shortly after its appointment the Government- 
sponsored newspaper Democracia (the principal Peronista 
mouthpiece, with a circulation of some 300,000—a big figure 
as Argentine circulations go) published a series of sensational 
“ exposures ” of foreign financial aid to the opposition candi- 
dates and press during the 1946 presidential elections which 
brought Perén into power. n a Peronista motion in 
congress the investigation of the paper’s charges was entrusted 
to the already-existing committee—its original purpose being 
in the meantime conveniently forgotten. There the matter 
remained in abeyance, until last November, during the long 
summer parliamentary recess, Visca suddenly assumed 
dictatorial powers, paid surprise visits to Buenos Aires news- 
paper and news-agency offices and to certain banks and 
commercial firms. Opposition members of the committee 
protested, pointing out that the committee had not met in 
session since the previous September. A statement from the 
Casa Rosada (Argentine government house), however, gave 
Visca the green light, and Perén’s drive to gag press criticism 
proceeded apace. 


Pretexts for Suppression 


About 150 papers and periodicals were forced to 
suspend publication, either through cutting off news- 
rint supplies, or on some other pretext. More than 
orty papers were shut down for omitting, in the first days of 
the New Year, to print the caption “ Year of the Liberator 
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General San Martin” in the dateline on each page, in 
commemoration of the centenary of San Martin’s death. 
Most of the journals suppressed were provincial papers with 
unly a local circulation. Practically all the Argentine popular 
press, including the four Buenos Aires evening papers, is 
now owned by Peronista interests. Vanguardia, the Socialist 
party paper, was closed down a couple of years ago on the 
pretext that its printing works were “ insanitary,” and has not 
been allowed to resume publication. The two independent 
papers of any weight which still dare to criticise Perén’s 
policy are the internationally-known Buenos Aires dailies 
La Prensa and La Nacién. Both have had their stocks of 
newsprint appropriated and are now dependent on handouts 
from the Government pool, enough being allowed them from 
time to time to keep their presses working for a fortnight 
ahead. La Prensa, accused of violating import regulations 
and of irregularities in its bookkeeping, has had its importer’s 
licence revoked. It remains to be seen to what extremes 
Perén will go in his move to stifle criticism from these 
influential papers. The suppression of either might have 
a boomerang effect even on Argentine opinion favourable to 
the regime. 


La Prensa, the most staid newspaper in Argentina— 
possibly in America—displays no news or editorial matter 
on its front page ; but to a great part of Argentine opinion 
it is more than a mere newspaper—it is a national institution. 
The simple phrase “I saw it in LaPrensa” is usually 
sufficient to settle any point in dispute. La Nacién was 
founded by the Argentine statesman and patriot Bartolome 
Mitre. But the move to gag both papers was carefully 
prepared by a heavy campaign of defamation launched 
months ago by the Government press and radio; a 
potential charge of desacato, too, is an ever-present danger, 
and editorial commentators are at pains to avoid mentioning 
names. Rather significantly, during the past weeks even 
foreign press comment, if critical of Perén’s policy, has been 
ignored by the independent papers, although it is still cabled 
out by the agencies and presumably released by their local 
offices. 


Definitions of Disrespect 


Desacato was an offence under the Argentine penal code 
before Peron came into power, but was restricted to disrespect 
for the authority of the executive and judicial branches of 
the government. Perén pushed through legislation extend- 
ing the scope of the law to include “ disrespect ” for practi- 
cally any government official, and it is now his main weapon 
in the restriction of free expression of opinion. Following 
the Santa Fé elections last year the Radical candidate for the 
governorship of the province, Dr. Rodriguez Araya, a national 
deputy, was accused of committing desacato in his election 
campaign speeches, impeached by congress and expelled ; 
fearing arrest he took refuge in a foreign embassy, and later 
escaped to join the ever-growing band of Argentine political 
exiles in Uruguay. In the recent elections in Tucuman 
province the Radical candidate for governor had to conduct 
his campaign from prison, where he had been consigned over 
two months before polling day of a charge of desacato ; after 
the poll he was released. In the Buenos Aires province 
elections, held concurrently with those in Tucuman, the 
Radical candidate, Dr. Ricardo Balbin, leader of his party in 
the national Chamber of Deputies, was followed about by 
police on polling day and arrested, immediately after casting 
his own vote, on a six-months old warrant issued in Rosario ; 
he was spirited away to this up-river city, released about a 
week later but immediately rearrested on another desacato 


charge and imprisoned again in a neighbouring town. His 
lawyer was arrested also. 

At times the interpretation of “ disrespect ” has its aspects 
of the ludicrous. Visca in a recent statement put La Prensa 
in the pillory—although no charge was made—for “ daring 
to criticise” Perén’s economic policy. Light comedy 
touches, too, are not wanting. Last spring the inauguration 
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of a motor race in Santa Fé was attended by the governor of 
the province, a Peronista. After the preliminary speeches the 
chairman of the local automobile club lowered the Starting 
flag. This, however, was an affront to governmental dignity 
The governor, enraged at not having been invited to stun 
the race, had the club functionary arrested for desacato | 
La Nacion referred to this incident some days later in , 
humorous leader headed “The Latest Desacato,” Qp. 
wonders if, were the incident to occur today, the paper would 
comment in similar terms. 


Telephone-Tapping 


Under the Farrell-Perén military government, preceding 
the 1946 elections which made Perén constitutional president, 
it was widely known in Argentina that telephone-tapping and 
similar police measures were being resorted to. Listeners 
were planted in the exchanges conversations recorded, 
After Perén’s e'ection it soon became evident that these 
practices had noi been abandoned—or not entirely so. During 
the bank strike early in 1948 a number of persons, including 
some foreign press correspondents, were arrested on charges 
of being concerned in “ anti-Argentine activities. Several 
were deported. No secret was made of the fact that the 
“ evidence ” was obtained from recorded telephone conversa- 
tions. In the same year an American press correspondent was 
denounced in an official radio broadcast for criticising, in a 
private letter to a friend in the United States, Argentine 
government control of the radio-stations. How the letter 
came into official hands was not, however, disclosed—and in 
fact the affair was soon dropped, perhaps because the 
authorities realised that they had let the cat out of the bag. 
The “ revelations” published last July by Democracia 
included facsimiles of a large number of letters, some from 
well-known Argentine politicians of the opposition parties, 
others signed by Mr Spruille Braden, American Ambassador 
to Buenos Aires for a few months in 1945 ; the latter included 
letters on Washington State Department stationery. It is 
more than a presumption that this mass of private correspon- 
dence was obtained from official sources in Argentina. 


Watch on Cable Services 


More recently, further instances of this clandestine censor- 
ship have come to light. Foreign press correspondents in 
Argentina find that letters addressed to their papers or 
agencies oer mysteriously in the post. Early in March, 
issues of The Times containing an sti on Argentine affairs 
and a leading article ‘on the persecution of La Prensa, 
forwarded by air mail to subscribers in Argentina, failed to 
reach the addressees. There is no open censorship of cabled 
press messages, but the cable companies are held responsible 
for matter transmitted. Official censors attend the wireless 
transmitting stations and here again, should the censor not 
be on the premises, the station owners are held responsible for 
transmissions. It is said in Buenos Aires that the authorities 
have acquired or have on order from abroad 3,000 
machines for recording telephone talks, and that 10,000 letters 
are being opened daily in the mails. The latter figure may 
be an exaggeration ; but it may equally well be an under- 
estimate. It is no exaggeration to say that Perén’s totalitarian 
technique is,’ little by little, converting Argentina into 4 
police state on the most approved nazi-fascist model. 
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NICKEL AND OUR COAL 


| 
Do you know that nickel plays a vital part | 
not only in the production of coal but also | 
in its conversion to light, heat and power 2 | 
The cutters, conveyors and miners’ lamps that | 
are used in the mining of coal, the railway 
engines and the road vehicles concerned in its 
distribution, the plants converting it to steam 
power and electric current—in all these, nickel 
is present, toughening and strengthening the 
metals used in their construction, making them 


staunch against the attacks of wear, corrosion 
and heat. 


Thus nickel is contributing to the efficiency 
of the tools and equipment with which Britain is 
achieving her recovery. 


THE MOND NICKEL COMPANY, LTD 


Sunderland House, Curzon Street, London, W.1. 
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Simon exports are no mere post-war 


growth. Though immensely increased 
since the war, they began over sixty years 
ago. Simon machinery was first installed 
in foreign flour mills in 1885 ; the first 
Simon grain elevator in the Argentine was 
built in 1909 ; Simon-Carves built coke 
ovens in Spain in 1900 and coal wash- 
eries in Canada in 1911. To-day there are 
Simon representatives in most of the prin- 
cipal countries of the world, and Simon 
associated companies in France, Belgium, 
Holland, Australia, New Zealand, South 
Africa and South America. Simon ex- 
ports of machinery and technical services 
have gone to forty countries in the last 


five years, 
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The Budget 


HE best that can be said of Sir Stafford Cripps’s 
4% budgeting this time is that it keeps faith with the 
principles by which he has been guided in his two 
previous budgets. This means that, once again, he has 
been deaf to the siren voices of specious pleading for 
the “ distribution ” of the realised surplus which many 
people still persist in believing to be a fund available for 
tax relief. More important, it also means that he has 
followed the logic of the Government’s own estimates of 
the prospective shape of the national economy in the 
coming year, and so has not allowed the pleadings of the 
trade unions and the threats to the wages policy to 
seduce him from the effort to maintain a mild disinfla- 
tion. He has also resisted any temptation to resort to 
accounting subterfuges or to try to appease government 
supporters by mounting a new attack upon capital or 
profits. The worst financial dangers which the political 
deadlock might have threatened have not materialised. 


There is very little else, however, to be said in favour 
of this budget ; in every other sense it is dominated by 
politics—and especially by the underlying assumption 
that, because the social outlays are sacrosanct, there can 
be no perceptible scope for reduction in the total of 
Government expenditure. This being so, the pattern of 
prospective revenue and expenditure which confronted 
the Chancellor followed closely the lines recently 
sketched in these columns, and left him with no possi- 
bility of granting any net tax relief so long as the formula 
for disinflation was retained. 


As the estimates given in the “‘ Economic Survey ” had 
foreshadowed, the prospective “ above-line ” surplus on 
the old basis of taxation showed a large reduction from 
the realised surplus of £549 million for 1949-50. 
Estimated expenditure for Supply services, as already 
known, showed an increase of {81 million at £2,918 
million, while the requirement for Consolidated Fund 
services (after raising the fixed debt charge by 
£5,000,000 to £490 million) is put at £537 million, 
roughly the amount actually spent last year. Prospective 
ordinary expenditure thus totals £3,455 million. Con- 
trary to most expectations, the prospective decline in 
ordinary revenue was put at only £28 million, so that the 
estimated total, at £3,896 million, offered a prospective 
“above-line ” surplus of £441 million—or at least £40 
million more than was envisaged in the discussion in 
The Economist last week. 


As will be seen from the table on page goo, the 
Chancellor’s apparently reassuring estimate rests, how- 
ever, upon the substantial yield still expected from 
special sources of revenue. It had been generally 
assumed that credits from the three special items— 
surplus stores, trading services, and miscellaneous 
receipts—which last year exceeded estimate by {92 
million, would this year fall more or less correspondingly. 
The fall actually expected proves to be no more than 
£14 million—owing mainly to an expected further rise 


(by no less than £374 million) in the yield from trading 
services. This unexpected gain, it should be noted, will 
do little or nothing to imcrease resistance to current 
inflationary pressures, since much of it represents the 
mere transfer of surpluses already realised. 


If these special credits are excluded, the official 
estimates of revenue align quite closely with the more 
cautious of the unofficial guesses. Income-tax, after 
allowing for the loss resulting from last year’s tax con- 
cessions (mainly the doubling of the “ initial” deprecia- 
tion allowance), is expected to yield £22 million more 


THe Tax CHANGES 








Estimated Estimated 

Effect for Effect for 

1950-51 a Full Year 

é £ 
INLAND REVENUE 
Income Taa :— 
Reductions in the reduced rates of tax from 3s. to 

Se. 60. ce Grete Ba. BO DR. sin nt ccncnenacd ces ce — 72,000,000 | — 82,000,000 


CusToMs AND Excise 


Customs :— | 
OINMNEL 5. oa ions ik dn whdinm so Bend ameas + 63,500,000 | + 67,500,000 
De Gohan bon neu cnc $abae th ob cise detoscmvee — 150,000 160,000 


einer oe Scam tase) eteeg + 63,350,000 | + 67,340,000 








Excise :— 





I ae + 5,000,000 | + 5,500,000 
Sn + 50, + 50,000 
POE MON ost ocscnade sseeehccbotsecsaccune Negligible Negligible 

BRAD pt en I aE SE eee Ne — 2,600, — 5,090,000 
Rettte eOwee 6 vice ikki i os dein cece cedktocs ° + 100,000 


Betting (Football Pools, etc.) ...........eseeeeee 


+ 100,000 
Purchase Tax 





+ 14,160,00 


+ 73,800,000 | + 81,500,000 


eee eee ee) 


* The effects of these changes have been taken into account in computing the yield on the 
existing basis; the additional revenue in 1950-51 is estimated to be £90,000 in each 
case. 








and surtax {5,000,000 more ; but all other major sources 
of revenue are expected to be somewhat less buoyant. 
The assumed increase of £5,400,000 in death duties 
falls short of the estimated additional yield which 
should accrue from the operation, in their first full year, 
of last year’s tax changes. Customs and excise in the 
aggregate are expected to fall by £10 million—prospec- 
tive declines of £11 million on tobacco and {10 million 
on alcoholic liquor being partially offset by an expected 
further expansion of the yield from petrol, purchase tax 
and entertainments. Despite the additional yield from 
last autumn’s increase in the tax on distributed profits, 
the estimate for profits tax and EPT combined shows 


a fall of £27 million, which the Chancellor attributed 
mainly to the dwindling of EPT (which last yeat 
provided £36 million). 

Although the above-line estimates looked better than 
most people had expected, the opposite was true of the 
below-line accounting. As will be seen from the follow- 
iixg tables, the expected saving on war damage payments 
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amounts to no more than £11 million—apart, of course, 
from the fact that, after last year’s £62 million special 
settlement, no further payments have to be made to the 
public utilities. Moreover, the biggest single item of 
below-line expenditure—loans to local authorities—will 
rise further. As last year’s heavy excess over the original 
estimate under this head was at least partly due to 
borrowings by local authorities in anticipation of require- 
ments (in consequence of the arbitrarily low rates at 
which the Public Works Loan Board lends), it had been 
assumed that the new system of control would ensure a 
reduction in borrowings this year. The Chancellor 
explained, however, that in the past the local authorities 
have been partly financing their housing outlays by 
drawing upon internal reserves which are now exhausted. 
Moreover, since the Government has decided not to 


| impose the cut in housing which formed so important 


a part of the “consequential measures” projected 
after the devaluation, no savings can be envisaged 
in the local authorities’ aggregate need for finance. 
Chiefly for these reasons, the total of below-line 


1949-50 OuTTURN AND 1950-51 BupnGcet ESTIMATE 
Conventional Form of Accounts 
__(£ Million) _ 


ABOVE THE LINE 


Expenditure 
























Revenue 
1949-50 1950 

Est. |Actual) -51 

| Est. 

Inland Revenue... | 2;086 {2,111 | 2,028 
Customs and Excise \ 1,493 1,520 i 1,584 
56 56 


Interest on Debt . . 
Sinking Funds .... 





Motor Duties ..... 54 Northern Ireland. . 
— Miscellaneous ..... 
Tora. Tax 
REVENUE..... 3,633 | 3,687 | 3,668 | Torar Conso.ip- 
DATED FuND 
SERVICES....... 
Surplus Stores .... 44 79 35 
Trading Services .. 18 48 85 | Supply: Defence. . 
Broadeast Licences 12 12 13 Civil..... 
Sundry Loans..... 20 20 27 Tax Coll’n 
Miseellaneous (incl 
Crown Lands)... 51 78 70 | Torar Suppry.... 


t 


Total Revenue. . +l 3,778 3,928 3,808 





Betow tue Line* 


R 
Interest outside Interest outside 
Budget... ...... 29 28 33 Budget ........ 
Export Guarantees 
Export Guarantees- Postwar credits .. 
EPT Refunds..... 
War Damage ..... 
Do., Public Utility 
Undertakings . . . 
Advances for Hous- 
eer 
Loans to Local 
Authorities ..... 
Loans for New 
Towns Developt. 
Loans to Film Corp. 
Town and Country 
Planning: 
Issues to Central 
Land Board .. 
Coal Natn’l’sation— 
} 


Repayments .... 


Housing receipts 
from Votes 


Local Authorities— 
Repayments .... 


Coal Nationalisation 
Repayments 


Gift from Australia 


eee eeee 





Overall 1949-50, Estimate 
1949-50, Actual 
1950-51, Estimate 
* Items below the line are :— 


1. Receipts applicable by statute to debt interest which would otherwise be paid 
out of revenue. 


Receipts applicable to debt redemption. 
Payments for which the Treasury has power to borrow. 
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expenditure is put at £520 million which, after allowing 
for below-line receipts, leaves the net expected outlay 
at only £37 million less than last year’s net require- 
ments of {487 million. In consequence, the Chancellor 
faced a prospective “ overall” deficit of £9,000,000, in 
contrast with last year’s realised “overall” surplus of 
£62 million. 


The Inflationary Background 


In many comments upon the budget, this unexpectedly 
adverse prospect on the “ overall” reckoning has been 
taken to imply that the Chancellor’s room for manceuvre 
was even narrower than might have been deduced from 
the estimates given in the “ Economic Survey.” The 
Chancellor himself lent some colour to this argument 
by declaring that “ if we are to continue to avoid inflation 
and so make it possible to continue full employment, we 
must secure an overall balance in our budget, which 
means an above-the-line surplus large enough to meet the 
below-the-line liabilities.” In fact, as several recent 


1949-50 OuttruRN aND 1950-51 BupGet EsTImMaTEe 
Alternative Classification 
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Authorities ..... 272 
Loans for New 
Towns Develop- 
Peer re 
Loans to Film Corp. 
Town and Country 
Planning : 
Issues to Central 
Land Board .... 
Coal Nationalisation 
Working Capital, 
Gicikt 45 nkesnee 
Overseas Resources 


1949-50 | 1950 1949-50 | 1950 
| -S1 51 
Est. |Actual! Est. Est. | Ac Est. 
Tax Revenue ..... 3,633 | 3,687 | 3,668 | Intereston Debt... {| 466; 472) 470 
Broadcast Licences. 12 2, 13 
Sundry Loans (Int.) 9 8! 8| Interest outside 
Miscellaneous incl. i Budget .6....0. 29 28 33 
Crown Lands)... | 41/ §82/| 45 
Interest outside | Postwar credits .. 18; W 17 
Budget......... 29; 2; S i 
Housing _ receipts | Other Expenditure | 2,739 jane 2,854 
from Votes ..... 20 | 20 20 
Gifts from Australia 8) 
Total R ' Total Revenue | 
Receipts...... 3,744 3,815 | 3,787 Payments .... | 3,252 | 3,287 3,374 
Surplus ........ | 492 6518 | 413 
3,744 | 3,815 | 3,787 3,744 | 3,815 | 3,787 
Loans AND Otner Non-Revenve ‘ITEMS 
Receipts vy song | 
Surplus Stores..... 44 79 35 Sinking Funds .... | 19; 19 20 
Export Guarantees Soe sd 1 5 
Trading Services... 18 48 85 | EPT Refunds..... 7 15 7 
| War Damage ..... 102 lll 100 
Sundry Loans | De., Public Utility i 
(Principal) ...... ll 12 19 Undertakings .. 62 62 ' ooe 
{ | War Damage— } 
Miscellaneous ..... FS 26 25 PINE 5 vince — % 
Capital Items in 
Export Guarantees- Civil Supply Exp. 77 | 2 65 
Repayments .... 1 1 1 | Loans to Allies, &e., | 
in Civil Supply | 
Local Authorities— Expenditure. ... 14 18 20 
Repayments .... 7 4 8} Rise in stocks of 
yo a. Pe —-3; 23 26 
Coal Nationalisation Argentine Agree- | i 
Repayments .... 5 5 8 ment adjustment —-4| +8 
Advances for Hous- 
NR TNO sao ces 8 8 10 
Loans to Local 
| 


| 
| 





Colonial Develop. 
Overseas Food .. 
Armed Forces—~ 
Housing ....... 
Tetal Non-Revenue Total Non-Revenue 
as casks yments ...... 
Excess of Non- 
Revenue Pay- 
ments over 
Receipts........ 
j 
Total Receipts..... | Total Payments ... 
".. Qverall 1949-50, Estimate .... .. +44 poseray: 
1949-50, Actual . is ¥ + 62 
1950-51, Estimate aS ae —7 
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articles #2 The Economist have tried to explain, this 
argument is in principle unsound. A “true” budget 
surplus on current account is needed to make good the 
deficiency in private savings ; and the requisite size of 
that surplus is determined by the extent to which those 
savings fall short of the expected investment outlays for 
the community as a whole—including such outlays made 
or financed by the Government itself. The statistical test 
of how large a surplus is needed to prevent inflation is 
not, therefore, to be found in the size of the below-line 
account, but in the shape of the “combined capital 
account ” for the whole community, on the pattern of the 
estimates given in the “ Economic Survey.” 


This showed that if the pressure of inflation is to be 
prevented from rising, the spontaneous flow of gross 
private savings, apart from depreciation provisions, will 
have to expand substantially ; on the official estimates, 
they vould have to rise from £712 million for the 
calendar year 1949 to £905 million for the current 
calendar year. This was the sum estimated to be required, 
after crediting the amount of the “ true ” budget surplus 
(with taxes at last year’s rates), to finance the domestic 
investment programme and the £50 million assumed net 
investment abroad. In principle, the fact that the below- 
line expenditure proved to be larger than had been 
expected does not affect this analysis, since any portion 
of that expenditure which represents (or finances) capital 
outlay is presumptively already reckoned in the invest- 
ment programme. In this case, however, one adjustment 
is needed: the “ Economic Survey ” estimates assumed 
that housing outlays would be cut as planned. To that 
extent—but only to that extent—the state of the below- 
line account does indicate a greater need for savings than 
the earlier official estimates implied. 


If it can be assumed that the requirement for the 
current fiscal year will not be very different from that 
for the calendar year (and if the Chancellor’s hopes for 
exports are to be realised, it will certainly not be less) 
then the revised official estimates suggest that savings 
through all channels except the budget surplus would 
need to rise by appreciably more than {200 million. In 
other words, if the likely rise was, say, only half that 
sum, this would mean that strict adherence by the 
Government both to its own definition of disinflationary 
objectives and to its own estimates would have compelled 
it to take steps to increase its “ true ” budget surplus by at 
least £100 million (and to show, incidentally, a roughly 
corresponding “ overall” surplus). 


If the implications of the statisticians’ forecasts are as 
embarrassing as this, the Chancellor ought not, perhaps, 
to be judged too harshly for refusing to accept them in 
their entirety; for, as a later article demonstrates, 
the technique of estimation of these elusive concepts 
leaves much to be desired. Influenced, no doubt, by the 
tactical need for keeping some balance between the 
opposing political pressures, Sir Stafford ignored the 
indicated “ statistical” need for a bigger surplus and 
relied instead upon various empirical tests of the 
temperature of inflation. From these he judged that the 
condition is now “less inflationary than any time since 
the war ” and that the risk of increased inflation could be 
averted if he kept his prospective “ above-line ” surplus 
merely intact. Most of his arguments in this context 
looked reasonable—in the sense that neither he nor any- 
one else can definitely prove or disprove them at this 
juncture. But one of them involved a real contradiction. 
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Sir Stafford looked to an increase in undistribute 
to support his budget formula ; yet he had e 
earlier in his statement that company profits, after thei 
ten-year rise, had begun to turn downwards in 1948 an 
that, for the future, there was need to reckon with “1, 
shift which is now taking place from the éarning of large 
profits towards the payment of more money in the form 
of salaries and wages.” 


» 1959 


d profits 
xplained 


The Tax Changes 


For this reason among others, this budget may haye 
given some hostages to inflation ; but the Chancellor hy; 
at least kept within the limits that he set himself, Th: 
tax changes are few, and there is nothing spurious jp 
the neat balance between concessions and new burdens, 
though political considerations have plainly dominate 
the choice on both sides. To permit some gesture to the 
trade unions, the Chancellor had to find new sources of 


Errect or Tax CHANGES ON REVENU! 


i Estimate | Estimat 
| Exchequer fo 





| Receipts } 1950-51 1950 ; 
; 1949-50 i at at new 
i | 1949-50 tax rat 
1 tax rate 
Ordinary Revenue : £000 £000 £00 
InLAND Revenue : 
ON NOD 6 sith cn 6c 04 os 6504 60s oe ceebabase 1,438,386 | 1,460,000 1,388, 
CR Coe Vand nbtub oiasesksectssceth scenes 114,700 120,000 120.099 
EY Bites ops v DU LR ow tnbehd 6 cannes 189,600 195,0 195,0 
als nc a ckda > nade ease keeekbedeseinheoe 51,470 50,00 50,0) 
Sn Me 5.0 Soci 6s veanloah @ammintase até dine ahd 260,760 |). 52, a. 
NI en a i 200 70,000 ~_ 
Other Inland Revenue Duties..................0. 6358 | 00) 
Spee Comet ooking ainiks' 6s an ekh ods cckex ' 19,600 4,500 4 
2,111,354 § 2,100,000 2,028,000 
Customs anp Excise Bee t? 
Customs th ieens wank sons cdepeb os cavecvamenhees 815,334 807,500 870,650 
NE Hike 6 ctcdks00s SERS cembcedckccavenebees 706,400 702,700 713,150 
| 1,519,734 | 1,510,000 1,585,800 
Motor VeHicre DUTIES........c000 eccccceces | 55,772. ae 56,000 56,000 
Totat RECEIPTS FROM TAXES....ccccccccccsces | 5,686,860 | 5,666,000 5,667,800 
Sale of Surplus War Stores, &c. ............-000. 79,138 35,000 35,000 
Surplus Receipts from certain Trading Services. ... 47,541 | 85,000 85,000 
Broadcast Receiving Licences ...............c005 12,600 | 13,000 15,000 
Receipts from Sundry Loams.................20 20,244 27,000 27,000 
Miscellaneous (including Crown Lands) .......... | 177,648! 70,000 70,000 
Total Ordinary Revenue .................... | 3,924,031 3,896,000 3,897,800 
POOt ANE TUE iio a bk dba ee bhi dt ec 162,100 | = 172,159 172,19 
Income Tax deducted from EPT, Post-war refunds 11,893 5,700 5,700 
Total Selt-Balancing Revenue................ | 973,993 177,850 177,880 





revenue. By raising the duty on petrol and on heavy 
oil used in road vehicles from 9d. to 1s. 6d. a gallon, he 
expects to secure £684 million this year and £73 million 
in a full year. A further £8,000,000 this year and £11: 
million in a full year is to be found by imposing a 33: 
per cent purchase tax on commercial vehicles. The yield 
from these two new taxes, the details of which are dis- 
cussed below, will cover with a little to spare the one 
major tax concession. 

This takes the form of a reduction of one-sixth in 
the so-called “reduced rates” of income tax that ar 
applied to the first slices of taxable income: the 3s. ! 
the {£ previously charged on the first £50 in incom: 
becomes 2s. 6d. and the 6s. on the next £200 of income 
becomes 5s. These reliefs will cost £72 million this 
year and {£82 million in a full year. They will benefit all 
income-tax payers, and are therefore welcome; but 1t 
questionable whether they represent the most judicious 
expenditure of the they will cost—whether from 


the standpoint of promoting incentive among workers 0! 
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from that of averting the threatened disintegration of the 
wage-freeze policy. The disgruntled workers with the 


strongest case for wage increases are the lowest-paid 


eroups who will gain little or nothing from these con- 
cessions ; this budget has nothing to offer those who are 
within the income-tax exemption limit. At the other end 
of the scale, the single man earning about {600 a year 
or more and the married man with two children earning 
about £700 or more will secure the maximum relief of 
f11 5s. in any case. In other words, it is only between 
these extremes that the change will give any direct 
incentive by reducing the effective rate of tax on marginal 
earnings. 

Apart from this income-tax change, the only significant 
relief is a gesture made in the hope of preventing a fall 
in the yield from beer duty—but by strengthening the 
beer instead of by conceding the substantial cut in the 
duty which the brewers have been demanding to enable 
them to reduce the price. More barley is to be allocated to 
permit a raising of the basic gravity of beer by 3 degrees, 
roughly a 10 per cent improvement which restores about 
half the deterioration from pre-war strength; and the 
duty will be reduced to enable the brewers to sell 
the better beer at the present price. This will cost the 
Exchequer {2,750,000 this year and {3,250,000 next 
vear. The very minor changes in other taxes—affecting, 
among other things, football pools of the “ fixed odds 
plus” system and articles for war memorials—have no 
perceptible financial effect. 


Thus is the balance between impost and relief main- 
tained. As the table on page 898 shows, the tax increases 
will in the aggregate provide £76} million this year, and 
£74; million of this will be given away. The balance in 
the first full year will be even more precise, the losses then 
exceeding the gains—but by a mere half-million. This 
tidy arithmetic faithfully fulfils the objective of protect- 
ing the surplus. On the final reckoning, the Chancellor 
has {2,000,000 to add to the original prospective sur- 
plus raising it on the conventional definition to £443 
million and on the alternative classification to £413 mil- 
lion, while reducing the “ overall ” deficit to £7,000,000. 
Compared with total Government expenditure of nearly 
£4,000 million, this prospective result, as the Chancellor 
said, can be regarded as “substantially an overall 
balance.” It is a pity that the same cannot be said with 
assurance of the nation’s overall capital account. 


The Petrol Tax 


No doubt the private motorist will feel that he is 
financing the Budget. In fact, however, trade and 
industry will find most of the new revenue which is to 
come from the petrol tax. Consumption of motor spirit 
is now at the rate of about 5,000,000 tons a 
year, and the motorist’s standard ration, together with his 
summer bonus, has been taking only about 470,000 tons 
of this. The rest goes to the supplementary ration 
utself much larger the standard ration in total), 
public service vehicles and taxis, goods vehicles .and 
other users. In the Chancellor’s calculation this distri- 
bution is to be changed; the present summer 
ration for private motorists is to be maintained through 
the year, and it is hoped that the stiff tax will “ persuade ” 
business and professional users to save the necessary 
petrol. The new standard ration will take perhaps 
770,000 tons. “ Business” users will consume, say, 
4,230,000 tons. In addition, diesel oil is used in road 
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vehicles to the extent of 925,000 tons ; and ninepence a 
gallon more will have to be paid on this quantity also. 


The truth is that the “ private ” motorist has long been 
a relatively unimportant consumer of petroleum. The 
Chancellor appears to recognise this fact ; he expects 
marginal economies in commercial use to make possible 
a relatively large increase in the standard ration. He 
pointed out on Tuesday that in the commercial field 
rationing cannot effectively restrict consumption, and 
that Britain is “‘ one of the very few countries that have 
not yet tried to persuade users to economise in petrol 
. . . by means of price increases.” These are ingenious 
points. But they do not explain why he has cast his net 
so wide, adding to the costs of many road users whose 
consumption is inelastic and many who can hardly be 
considered as competitors for the motorist’s petrol—and 
even bringing in the consumers of diesel oil, a commodity 
not usable in.motor cars at all. Only the need to raise 
revenue can explain this. Indeed, it seems clear that 
the increase in oil taxation is intended first and foremost 
to raise money, and the other reasons—perhaps, indeed, 
the increased motoring ration itself—are afterthoughts. 
Even the patent desire to help the railways against road 
competition may be an afterthought. 


Petrol rationing has become so burdensome in 
relation to its importance that a bold and severe use of 
the price mechanism could in some ways be justified if 
it brought rationing to an end. But any such attempt 
would have to be preceded by careful inquiry, and 
qualified by great care not to increase the general level 
of costs avoidably. It would have to be sharp, and it 
would have to accompany or follow other disinflationary 
measures. Clearly nothing of the kind is being attempted 
now. All that has happened is that a Government has 
once again had to turn to oil as a tax-carrier. The oil 
trade, which has not yet been permitted to charge the 

ublic the full increase in the landed cost of petrol which 
ollowed from devaluation, must have found some irony 
in the terms in which the increased tax was announced ; 
for some months now the Government has been 
virtuously “ protecting ” consumers against a justifiable 
commercial increase of jd. a gallon. 


The farmers, who will not have to pay purchase tax 
on tractors, are to be compensated by a grant for the tax 
they will have to pay on the petrol used in “ agricultural 
operations.” Thus the anomaly which taxes the petrol- 
driven tractor and leaves the kerosene-driven tractor 
exempt is at least not to be widened. But, if agriculture 
is spared, the incidence on industry is severe. The tax 
does not fall on diesel oil for use in stationary engines, 
but it does fall on diesel oil for road vehicles, which is 
precisely the same oil. All the light petroleum products 
(i.e. all those lighter than kerosene) pay the same tax 
as motor spirit whether they are used on the roads or 
not. Substantial quantities of them—perhaps 200,000 
tons a year—are used as process materials in various 
industries, and the case fof exempting these materials 
from the petrol tax has long been cogent. Instead, they 
are now to pay twice as much tax as before. The 
structure has become miore complicated, and more 
inequitable. 


Fewer Commercial Vehicles? 


The decision to impose a 334 per cent purchase tax 
on commercial vehicles is evidently related to the 
assertion in the “ Economic Survey” that “the goods 
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vehicle fleet is now numerically sufficient to meet the 


country’s basic needs.” This is an unsupported con- 
tention, which the manufacturers of commercial vehicles 
would not, of course, accept ; it appears that the indus- 
tries and trades which use the vehicles would not accept 
it either, for they incurred strong disapproval by buying 
100,000 vehicles last year instead of the 50,000 which 
the planners meant them to buy. In Sir Stafford’s words— 


The over-investment in this item was illustrated by the 
fact that the forecast for 1949 was £35 million, whereas 
the actual expenditure turned out at £72.5 million. 


More humble forecasters would have taken this to mean 
that the forecast was wrong. Instead, it seems to be held 
that the manufacturers who sold and the traders who 
bight the vehicles were wrong. Heavy fiscal measures 
have been called in to try to make the home investment 
fit the forecast in future ; the new tax on commercial 
vehicles—from which buses, farm tractors, and some 
others are exempt—is intended to “assist” the industry to 
“ achieve the desired diversion of its output to exports.” 


The flaw in this argument (which the manufacturers 
of commercial vehicles have been pointing out for some 
time) is that exports have lately been limited not by 
the volume of output but by the limitations of demand 
in overseas markets. If this is so, it seems to follow 
that it is the competitive position of the manufacturers, 
and not their desire to export, that needs to be fortified. 
But the artificial restriction of their home market may be 
expected to weaken their competitive position instead of 
strengthening it. Whatever the rights and wrongs of this 
particular argument, few people will welcome the entry 
of the purchase tax into the field of capital equipment for 
trade and industry. The purchase tax has often been 
used to support some real or apparent economic require- 
ment of the moment, but experience has shown that 
when the requirement is past and forgotten, the tax tends 
to stick. The motor trade has every reason to fear this ; 
and the trading community as a whole can only expect 
a further addition to its costs. 


More Housing? 


If previous utterances on the housing programme 
meant what they said, the Chancellor’s statement on 
housing could only imply yet another sharp twist in the 
winding road of capital investment policy. The provi- 
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sion of permanent houses and flats has been running y 
a rate of about 200,000 dwellings a year. It was ty 
be cut as one of the “consequential measures» 
The “Economic Survey” repeated the warning low 
month ; the rate was to be brought down to aboy 
185,000 a year. Now the programme is to be the com. 
pletion of 200,000 houses a year from 1950 until 195» 
In fact, as the “ Economic Survey ” argued, it takes tims 
to cut a housing programme, and there is no serioys 
reason to suppose that the belt-tightening announced jin 
the autumn has yet had much effect. It is true tha 
the number of completions fell from 216,683 in 1948 to 
192,374 in 1949 ; but the rate rose towards the end of 
the year and 50,200 dwellings were completed in the 
fourth quarter. The number of houses under constryc- 
tion rose from 187,836 at the end of 1948 to 195,404 at 
the end of 1949. 


In effect, therefore, the cut in housing was an intention 
which has been abandoned before it could be carried very 
far. What has persuaded the Chancellor to drop it? 
An economic reason? The hope that he held out of 
better timber and material supplies was not at all specific, 
He spoke of factory building “ tailing off somewhat ”~ 
but the context suggested that he referred. primarily to 
the Government-supported programme of factory build- 
ing in the development areas. There has been no sign 
that the other building requirements of industry are 
approaching satisfaction, or that the rate of industrial 


building in general can be cut further without doing 
harm. 


Yet the housing programme is to be fixed, it is to have 
“a special preferential place,” and “ the rest of the capital 
investment programme must conform.” This is an 
unexpected doctrine to come from such an austere 
quarter. It leaves many questions unanswered. Are the 
extra houses to be built in the development areas, to 
employ the labour released from factory-building ? To 
suppose this implies a degree of flexibility which is 
unusual in the building trade. Is the restriction of 
licences for repair and maintenance to be relaxed also ? 
Or is it to be tightened up still more ? The “ Economic 
Survey ” talked of reducing fixed investment al! round, 
but 10 measures in this field can mean much unless they 
are persevered in for a year or two at least. 


The National Income 


HIS is the season of economic stocktaking, when 
the “ Economic Survey,” the annual White Paper 

on the National Income, and the Budget follow in rapid 
succession. It is not easy to keep afloat in this flood 
- of facts and figures which the official statisticians release 
each spring. But it is important to make the attempt, 
particularly in the case of the National Income estimates, 
to reach some understanding of how they are made, what 
they show, and how reliable they are. This is no simple 
exercise. The National Income may be merely the 
summation of the many millions of separate incomes of 
the community ; but some of these separate incomes are 
known promptly and accurately, and others have to be 
guessed. So the fizures are a compound of the reason- 
ably precise and the frankly hit-or-miss. To get greater 
peers means waiting longer and making the already 
ormidable collection of statistical tables even more 
complex. The foundation of the White Paper is the 


belief that the national income approach is the soundest 
way of studying the real character of economic 
factors and the changes which occur in them. This view 
is undoubtedly right, and those who hold it can, by hard 
reading and hard thinking, make important use of the 
White Paper. 

For many reasons, the White Paper is, and is likely (0 
remain, a tough economic discipline. It shows each 
year improvements in content and presentation which, 
though commendable, are disconcerting to those who 
look for continuity. Its figures are also subject to 4 
continuous process of revision. An example is to be 
found in the writing-up of the total of “ gross personal 
saving” for 1948, originally estimated in the Whit: 
Paper a year ago at £220 million, and now revised to 
£409 million. Figures for savings and capital invest 


ment are notoriously subject to error but it may 
thought that an alteration of this order deserves some 
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word of explanation, if only to assist the reader to give 
the proper weight to the estimates which are now put 
forward (and will, in many cases, be altered a year hence) 
for 1949. Successive White Papers have made no secret 
of the technical difficulties in producing accurate and 
up-to-date information. But would not these problems 
be better understood if the text were to describe not 
merely the latest year’s estimates but also the changes 
which had been made in those for the preceding year ? 
A separate chapter headed “ Where we went wrong last 
year” should be an annual feature of the White Paper. 


There aré several ways of looking at the national 
income. It can be measured by the value of what the 
community makes (that is, the gross national product) 
or by what each section of the community receives in 
wages, salaries and profits (that is, the national income) 
or by what each section of the community spends on 
consumption, public service and investment (the 
national expenditure). These concepts are not identical 
but they largely cover the same economic area, since 
payments to the various factors of production account 
for the value of current output, and those payments are 
in turn spent by consumers (either directly or on their 
behalf by public authorities) or saved and invested. 
This broad identity is illustrated in the table below and 
chart overleaf. 


According to these estimates, the gross national 
product increased last year by 8 per cent to £11,076 
million ; of this increase more than half was recorded by 
manufacturing and other industry, whose real output 
(after allowing for changes in prices) increased by 
about 64 per cent. For trading enterprises as a whole, 
output last year increased by £743 million to £9,475 
million. The White Paper purports to show that the 
share in industrial output distributed to wage and salary 
earners declined last year (though their total payments 
increased from £5,385 million to £5,659 million) from 
62 per cent to 60 per cent of the whole ; and it describes 
the increased share of “ Other incomes and depreciation ” 
(which absorbed £3,816 million against £3,347 million) 
as “a shift to profit.” This item, however, is the 
familiar omnium gatherum which has appeared in earlier 
White Papers; it includes profits of companies and 
public enterprises, and the income of farmers and profes- 
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IMCOME & | 
PRODUCT DEPRECIATION |. 198 | 3949 
£ m. 
Gross output, at factor Incomes derived from pro- 
cost :—- duction :— 
Agriculture .......... oe, SRE ary oe 3,904 
Manufacturing, mining, DRUID o osha eccaeesas 1,755 
building and public Profits, farm and pro- 
weihitios «inci cek deus fessional incomes ..... 53,8164 
Transport, distribution, 
catering, professional 
Services, etc......... 
Dwelling-houses ...... 
eRe. aS OO ikiksks acu 9,475 
Services by public au- Services to public au- 
thorities. ........... thorities :-— 
Domestic services to MINS 545465 pease 280 
households .......... PONG ica 5s 00480 495 
Pay of Armed Forces... 245 
Depreciation........... 110 
WE oiaick ceva sus 1,056 | 1,130 
Gross national product, Services to households :— 
at factor cost ...... Gross rents of dwelling- 
Inventory revaluation. . MOIS «eva s «chic ws 375 
Net income from abroad Wages of domestic ser 
POF. BA iawn 96 
Inventory gains ........ 75 
Net income from abroad. . 50 
Total income & deprecia 
Teteh iss ise: OE i e0N is ORE SOS 10,703 | 11,201 








(a) Includes depreciation, but excludes “inventory revaluation.” 
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sional men. This year, however, it has been stripped (so 
far as trading enterprises are concerned) of the automatic 
increase in profits which results from the rising prices 
of stocks and work in progress. This is an improvement 
in presentation, but it is a pity that the reasons for the 
change and the method by which it has been calculated 
are not more lucidly and more accurately described in the 
White Paper. It is, at first sight, surprising to be told 
that the element in profits which corresponds to 
increased price levels for stocks was as high as £400 
million in 1948, and only £75 million in 1949; nor 
would accountants and businessmen accept as it stands 
the statement in the White Paper that “ this element of 
inventory revaluation enters into ‘ profit’ as normally 
understood.” 


Personal incomes last year are estimated to have risen 
from £9,754 million to £10,166 million before tax, to 
which the net income of public authorities (after making 
tax transfers) together with company reserves added 
£60 million, compared with £174 million in 1948. 
The result (as shown in the third section of the 
table) was an increase in the national income (strictly 
so-called) from £9,92% million to £10,226 million. This 
is a figure struck after provision for depreciation, for 
which last year the statisticians have allowed an increase 
by £200 million to £975 million, to reflect the increase 
in initial tax allowances on plant purchased from April 
last year. The amounts allowed for depreciation are tax 
allowances, and they include nothing in respect of 
additional provision for depreciation. 


The fourth section of the table divides the gross 
national income (that is, including depreciation) between 
consumption, public spending and investment. This 
table, unlike the others, is given in terms of market prices, 
and not in terms of factor costs. The figures in it are 
increased by the extent of indirect taxes, and diminished 
by subsidies. Included in the total sums paid for goods 
entering into personal consumption—{£8,402 million last 
year against £8,108 million in 1948—was a payment 
for taxes, less subsidies, of £1,440 million last year 
compared with £1,464 million in 1948. Some tax 
element also enters into the capital investment account, 
which is estimated to have absorbed £2,465 million in 
1949 compared with £2,590 million in 1948. There are 
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£m. | £m. 
WO i ss can vncns 4,050 | 4,280 | Expenditure at market 
CEN Siok. 5 evecies 2,140 | 2,250 prices :-— 
Pay of Armed Forces.. 246 | 245! Personal consumption .. | 8,108 | 8,402 
Farming income ...... 258 | 283} Public authorities ex- | 
Professional earnings. . . 170 172 | diture:— 
Profits of other traders 735 745 | tral government ... | 1,236 | 1,492 
Rent, divs. and interest | 1,463 | 1,465 Local authorities...... 496 519 
Transfer incomes...... 692 726 Nat. insurance funds. . 37 26 
Wi 1,769 | 2,037 
| 
Total personal income.. | 9,754 | 10,166 | Capital formation :— | 
Public authorities :— | Fined capital. .......0. 2,015 | 2,160 
Income from property 148 | Increase in quantity of 
Less Debt interest . .. — 591 CES. cee cccyivweee 75 150 
Less Transfers to per- Increased cost of replac- 
| ere — 726 fog Chee vin cckses. 400 75 
Taxes on undistributed Increase in foreign trade 
WOOO aes « genk es sic 699 GDS icons ceeminaes 
Additions to reserves of Investment abroad by oil | } 100 80 
companies, etc. ...... companies............ i | 
es eretene | 2,590 | 2,465 
National income ...... 10,226 | Net investment abroad.. |— 150|— 70 
Provision for deprecia- | | 
WORE 5 hi cy ks ks kes 975 | Total expenditure....... | 12,317 12,834 
| Plus Subsidies .......... 570 | 550 
Less Indirect taxes ..... — 2,184 | —2,183 


National income and 


depreciation .....:<. 10,703 | 11,201 10,703 | 11,201 
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two elements in this fall. One is the lower allowance 
for the cost of replacing stocks in 1949, because prices 
increased less rapidly than in 1948. The other is the 
fact that new investment in fixed capital was lower, after 
excluding depreciation provisions, by about £55 million. 
But the volume of stocks increased last year, and there 
was also a net improvement of £80 million in the 
overseas deficit, both of which called for finance. 





NATIONAL INCOME AND DEPRECIATION 
(£ Million) 


1946 | 1947 | 1948 
i 















Forces pay and allowances...... 
Professional earnings 
Farming i@COMme .. . 2. 5<sccces 
Profits of traders and partnerships 
Trading profits of companies... . 
Operating profits of public enter- 

MOE: «'s cen sees owhinded shea 


Rent of land and buildings 
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Income arising in the UK 
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Net income from abroad 
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Depreciation 
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Of all the sections of the national income estimates, 
the savings and investment account is really the key 
to economic policy. It is hoped to devote more detailed 
attention to it on a later occasion, and also to compare 
in some detail the trends of profits as recorded in the 
White Paper with those shown by The Economist’s 
estimates. These more or less recondite matters will, 
therefore, be left over. They affect the broad division 
of the national income, and therefore the examination 
of the next table, showing its division between various 
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factors of production, must be somewhat sketchy. Sino. 
all shares nowadays must be “fair shares,” and sinc 
pointed attention cannot be drawn to one class of income; 
without inviting furious denunciation (not to mention th. 
resignation of junior ministers) the changes shown in the 
national share-out touch the very quick of politic, 
sensitiveness. The figures (to which percentages hay: 
been added, in replacement of a very inadequate tabj. 
in the White Paper which purports to show changes ip 
different classes of income) are given opposite. 


The broad pattern of changes in the distribution of the 
national income in 1938 (when wages received 37.4 per 
cent of the national income) is now well appreciated, 
The process of redistribution continued last year, when 
wages increased their share by 1 per cent, and salaries 
by nearly half of one per cent. In this table the “ inven. 
tory gains” excluded from “other incomes” in the 
earlier table have been added back to profits, but the 
depreciation provisions are excluded. On this basis 
which is a perfectly proper one, the share of the national 
income going to company profits last year was reduced 
from 17 per cent to 154 per cent. This result seems 
rather difficult to reconcile with earlier observations in 
the White Paper referring to “a shift to profit ” in 1949, 

The discovery that personal saving in 1948 was not 
so critically low as last year’s White Paper had suggested 
is welcome, though unexplained. The statisticians now 
seem satisfied that “in each of the last three years 
personal saving has been of the order of £400 million.” 
Of last year’s increase of £412 million in personal 
incomes, taxation absorbed {100 million more, some 
£294 million was spent, and only £18 million added to 
savings. The figures are given overleaf, with a com- 
parison of the 1948 figures. as originally presented and 
as now revised. 

Apart from these disconcerting changes—which show 
how vulnerable any measurement of the margin of 
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PERSONAL EXPENDITURE AND SAVING 
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1948 

1938 1946 INT 4A Cy? 1949 

Original Revised 

‘ . Ririsntlihingndeicinacslscsbia ei taeiicote 

RR ene eed | | 
£ mn. | £ mn. | £ mn. | £ mn. | £ mn. | £ mn. 
Personal income ........... 4,890 8,766 9,136 | 9,597 | 9,754 | 10,166 

E ress Provision for taxes on i } 

{ 


omiehg tte san ewan |— 369 |—1,174 |—1,183 


7,592 | 7,953 | 8,224 | 8, 


biases 
Personal disposable income. | 4,521 | 
Less Personal expenditure. . ~ 4,304 6,790 |-—7,513 |—8,004 |-—8, 
Gress personal saving...... 217 | 802} 440 | 220 | 
| a 
Pe rcentages 
Personal expenditate......++ 95-2 89-5 94-5 97- 
Gross personal sarimg....... 48 | 10-5 5-5 2: 





personal saving is—there is another point not apparent 
from the figures as they stand. The total of £427 million 
in 1949 is an estimate of gross personal saving ; to get 


; at the net personal saving it is necessary to deduct the 


amount of taxes paid on capital, which represent dis- 
saving. This figure is put at £253 million in 1949. 
Thus well over half of the gross amounts estimated to 
have been saved by individuals was offset by taxes paid 
out of capital to the state. 


Among the riches, and the difficulties, of the White 
Paper, the attempt to measure consumers’ expenditure 
is not least ambitious. There is evidence again that the 
pattern of expenditure has shifted further towards the 
prewar shape. Total personal expenditure increased by 
about 4 per cent, and the “volume ” of purchases by 
perhaps 2 per cent after allowing for price changes. But 
outlays on beer and tobacco, entertainments and “ other 
services ” all fell. The following table shows consumers’ 
outlays as index numbers based on 1948:— 

PERSONAL EXPENDITURE ON CoNSUMERS’ GOODS AND SERVICES 
__ {1948 = 100) _ 


Volume 
(Revalued at 1948 Prices) 





{ j 
1946 1947 1949 


! 
92 | 99 | 108 
' 


Food eee Peewee eee eeeees 

Alcoholic drink............ 103 102 96 
Fobeced .... see 118 | 103 97 
Kent, rates and water charges! 96 98 102 
Fuel and light 8 | 95 100 101 
Durable household goods. .. 79 96 109 
Other household goods... .. 90 4 2 
Clothing. 5s ag eee 81 91 106 
Books, newspapers, ete. .... 86 4 308 
Private motoring .......... 136 143 119 
BIQWG. i: nc aha keene 98 96 100 
Communication services ... . 96 98 102 
Entertainments as sieluseunee 103 97 97 
Domestic service .......... 86 94 100 
Other services............. 97 103 93 
Other goodie. ss Fe 85 97 104 


Yo sum up, 1949 was a year in which the consumer (and 
particularly the wage-earner) spent more, the Govern- 
ment spent more, and about the same amount was set 
aside for new capital investment. It was a year in which 
the principle of dividend restraint was fully observed— 
gross dividends in fact fell slightly from £715 million 
to £710 million—and trading profits (after depreciation) 
fell. The conclusions are not repugnant to common 
observation. No doubt some of the figures will be 
changed—and perhaps radically—in next year’s White 
Paper. But if many of the figures are conjectural and 
some of the methods of presentation fussy, the White 
Paper is still a document of prime economic importance. 
When it is read and understood by one out of every 
hundred adults, the country. will have made real pro- 
gress in economic understanding. 
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International 
Banking 


A SURVEY BY 
THE FINANCIAL TIMES 


CONTINUING its authoritative reviews of major 
industrial and commercial activities, THE 
FINANCIAL TIMES publishes with its issue of April 
24, 1950 a Survey of International Banking. An 
introductory article by Lord Linlithgow, President 
of the Clearing Banks Association, discusses the 
Role of Banking in British Recovery, and in 
other articles the main aspects of World Banking 


are critically examined : 


CONVERTIBILITY OF STERLING 
FINANCING GOVERNMENT DEBT 
THE FUTURE OF INTEREST RATES 
STERLING AREA MECHANISM 
THE CHANGING STRUCTURE OF BRITISH BANKING IN 
POST-WAR YEARS 
Separate Articles upon Banking in Canada, South Africa, 


India, Pakistan, Australia, New Zealand, France, Belgium, 
Italy and Switzerland. 


Everyone responsibly concerned with international commerce 
should read this acute and factual analysis. 


Make sure of your own copy by ordering 
from your newsagent now 


THE 
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WITH THE SURVEY OF INTERNATIONAL BANKING 


Monday April 24, 1950 
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Business Notes 


The City and the Budget 


The City, nowadays, is so conscious of the deadlock 
which astronomical Government expenditure has imposed 
upon the national finances that it can no longer be heartened 
by any budget which fails to ease this paralysing grip. Had 
the Chancellor essayed any new drive against capital or profits, 
the markets wou!d doubtless have taken fright ; but they are 
too oppressed to show positive response to the mere avoidance 
of evils that might have been. The general reaction to the 
budget may develop later, but so far the only clearly discerni- 
ble effects have been confined to those specific sections of 
the market directly affected by the tax changes or by 
disappointment at the absence of anticipated changes. 


Before the budget, possible reductions in taxes had as 
usual played on the imagination of the more hopeful. The 
most confidently held expectation had, of course, been that of 
a cut in the beer duty ; in the event, the meagre relief from 
the change in gravity of beer proposed by Sir Stafford was 
regarded with disdain. Brewery shares proved to be the most 
vulnerable of all on Wednesday. A like disappointment in 
respect of the tobacco and entertainment duties prompted a 
more moderate set-back in these market spheres, but here 
the hopes had never been strong. Elsewhere, oil and motor 
shares temporarily sagged more than any others in view of 
the doubling of the duty on petrol and oil. But these shares 
—like most others except breweries—rallied later, since few 
people appeared unduly concerned at the probable con- 
sequences for the companies directly affected. Some sharp 
fluctuations took place in the shares of commercial vehicle 
companies following the imposition of purchase tax, but in the 
end prices were practically unchanged. The recent firmness in 
gilt-edged has not been disturbed by the budget, but on 
Thursday misgivings about the likely effect of the petrol tax 
on industrial costs may have been reflected in the shading 
of prices ; a more significant influence, however, was doubt- 
less the fears of another big dock strike. But if the budget 
has provided no grounds for optimism about the gilt-edged 
prospect, this section of the market has not exhausted the 
mild tonic it received from the improvement in gold and 
dollar reserves—and from the knowledge that the authorities 


must be concerned to keep it in trim for the impending 
electricity issue. 


& * * 


New Limit for Subsidies 


None of the decisions announced in the budget speech 
is intended to affect the estimates of above-line expenditure 
already submitted to Parliament. In particular, although the 
bill for subsidies is to be reduced to £410 million, this was 
the figure assumed in the estimates and resulted from the 
steps envisaged by last autumn’s “ consequential measures.” 
The Chancellor hoped that “no further increases of price 
in the basic foods will be necessary, anyway for some time 
to come.” After these changes, the current annual rate had 
become {£410 million ; and this, in the Chancellor’s words, 
is to be not only a ceiling but also a floor. If the Ministry 
of Food has to pay more for its purchases, the increased 
cost will be passed on to consumers. On the other hand, if 
‘the Ministry’s purchase prices fall, the benefit will be 
reflected in lower retail prices. This does not mean, of 
course, that, if Britain buys cheaper meat from Argentina 
or Australia, the retail price of meat itself will necessarily 
fall. The saving to the Ministry may be passed on by 
reducing prices of other foodstuffs—in the same way as the 
increased prices for home-produced meat and milk, which 
were announced earlier this year, are to be borne by con- 
sumers of butter and bacon. 


Twelve months ago, the Chancellor limited the subsidy 


bill to £465 million ; this compared with the £568 million 
which would have been required in 1949-50 if 1948-4 
subsidy rates had been maintained. The saving was dian 
by raising the retail prices of meat and cheese by 4d. a Ih 
each, by raising the price of butter by 2d. a Ib., that of 
margarine by 1d. a Ib. and by reducing the import duties 
on tea and sugar without reducing their retail prices. The 
actual cost in the past financial year is believed to have 
been well below the maximum ; in an article in thes 
columns last week it was estimated at £440 million. From 
the beginning of the new fiscal year, the subsidies on anima! 
feeding stuffs and fish were discontinued, Saving the 
Exchequer nearly £41 million. Last autumn, too, a smali 
economy was effected when prices of dried and frozen eggs 
and raisins were raised ; according to the Chancellor, certain 
administrative savings have also been made. These redy- 
tions bring Sir Stafford’s estimate of the total cost of subsidies 
for 1950-51 down to £410 million. This figure suggests 
that the general level of rations this year will be higher 
than in 1949-50—but certainly not so much higher as was 
assumed in last week’s article, when the total cost of 
subsidies for 1950-51 was estimated at £425 million. Mr 
Douglas Jay, however, suggested on Wednesday that if the 
general supply of food increased during the year, certain 
retail prices would have to be raised to keep the total cost 
of subsidies at its new limit. This policy may be put to 
the test sooner than was anticipated. Two days after the 
Budget, India announced that the Ministry of Food has 
agreed to pay 4d. a lb. more for tea this year. 


The savings, past and prospective, on subsidies since 
April, 1949, have been partly due to the lower purchase 
prices which the Ministry of Food has been able to secure— 
probably not more than £35 million of it. The rest has 
been or will be achieved by raising the price of butter by 
6d. a lb., meat and cheese by 4d. a lb., bacon by 2d. a |b. 
and margarine by 1d. a lb.—an increased cost to the average 
consumer on present rations of nearly 7d. a week. 


* *% ® 


Argentina Thinks Again 


Anglo-Argentine negotiations in Buenos Aires are now 
going ahead at full speed ; both sides have sensibly agreed 
to refer the question of the meat price to a separate committe: 
to prevent it becoming a King Charles’s head at every meet- 
ing between the parties. It is important that this one p.odlem 
should not ho!d up the whole course of the negctiations, for 
both sides have to make up their minds whether they ate 
going to denounce the agreement befo-e April 30ih ; unless 
one or other of them does so before then, the 1949 trate 
agreement—though not the prices written into it—will te 
automatically extended for another year. Two weeks 2g0 ‘ 
was reliably reported that Britain did intend to denounce 
the agreement unless it received evidence of a more co-ope"?- 
tive attitude on the Argentine side. Argentina, which 's 
still desperately dependent on sterling area supplies of coal 
and oil, has therefore found itself in the unaccustomed 
position of working hard for a compromise. 


Meanwhile, the Buenos Aires press has published a sum: 
mary of Argentina’s reply to the official British note accusing 
it of non-compliance with the terms of last year’s agreement. 
Up to a point this reply has a ring of sincerity. It is quite 
true that Argentina’s failure to grant licences for “ unesset- 
tial” imports from Britain and its less excusable failure ' 
honour its commercial debt commitments have been due 
not to wilfulness but to shortage of foreign exchange. The 
Argentine note itself declares that the Banco Central’s sterling 
holdings have run down from {60 million last June to £1? 
million now ; this £12 million is much less than Argentinas 
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outstanding sterling debts. The depletion of Argentina’s 
sierling reserve, however, is due not to a blameworthy short- 
{all of British purchases—as the Note alleges—but to a 


shortfall of Argentine agricultural production which is attri- 


butable to the system of discriminatory exchange rates under 
which Argentine agricultural interests are forced to exchange 
their sterling earnings for less than half the pesos that 
favoured industrialists get for theirs. This week, inci- 
dentally, General Perén himself went to the microphone, 


| expressed sorrow at the shortfall in production and helpfully 


informed farmers that the new constitution gave him power 
to order them to step up their output. General Perdén’s 


: ' strong words may have been prompted by the report that 








& 


Britain is suspending coal shipments to Argentina because 
the National Coal Board has not received £500,000 for coal 
already sent. If this is so, the writing would indeed seem to 
be on the wall for the Argentine Five Year Plan. General 
Peron may well realise in privatc, even if he does not admit 


it in public, that there can be no recovery of Argentina’s 


exports—and therefore no assurance that any Anglo- 
Argentine trade agreement will work out properly—until a 
fairer exchange structure is set up to reinforce his own 
broadcast orders. 


* * * 


Future of Steel Control 


The steel distribution scheme is once more under 
Government review. The case for abolishing it has been 
argued repeatedly by the British Iron and Steel Federation, 
and the arguments have grown steadily harder to meet as 
evidence has piled up of adequate (not to say abundant) 
supplies of most kinds of steel. Now the trade union side 
of the industry has come out openly for abolition in an 
article in Man and Metal, the journal of the Iron and Steel 
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Trades Confederation, of which Mr Lincoln Evans is 
secretary. Man and Metal concedes that earlier demands 
“may, perhaps, have been a little premature,” but points 
out that the improvement in steel supplies recorded in the 
“Economic Survey” has strengthened the case: 

Every scrap of evidence available points to the fact that 
the steel] shortage, except for sheets and tinplates, is now 
virtually over, and the Government should now discontinue, 
or at least modify, controls for which we are convinced 
there is no further need. Their unnecessary retention can- 
not do the slightest good and might well do a good deal 
of harm. 

This is plain speaking. Discussions on the future of steel 
allocation are going on now, and it may appear shortly 
whether the door at which the confederation has decided to 
push is already opening. 


Perhaps inevitably, the steel distribution scheme is a com- 
plex and cumbersome affair, and its decease is unlikely to 
be mourned by anyone who does not desire the control for 
its own sake. The present system is that an “ availability ” 
of steel is determined each quarter by the iron and steel 
division of the Ministry of Supply in consultation with the 
industry, and on this basis the Materials Committee makes 
a division of steel supplies between the interested govern- 
ment departments. These departments are numerous, and 
all sit on the committee. The lion’s share goes to the 
Ministry of Supply as foster-parent to most of the steel- 
using industries, and the process of sharing out is then 
repeated between the numerous divisions of the Ministry 
of Supply. It is probably impossible to say how many 
people are kept in work by this procedure. It is not the 
civil servants who are the most numerous, but the employees 
of industrial firms—suppliers and users of steel—who keep 
the meticulous records which are required to show what 
happens each quarter to each authorisation. 


All this clerical work would only be justified if it were 









It’s an old-fashioned 


word * Service” as understood in industry has 


lost a lot of its old meaning — but the Brady service is still 
exceptional, and as fam@us as the Brady Shutter. The rollet 
shutter is not a new imvention but, in the Brady roller 
Shutter, there is a lot that ismew — new patents, new materials, 
new finishes — which have greatly extended their usefulness. 















In factories, offices, hotels, houses, on commercial vehicles 
and aeroplanes, we can show how a Brady Shutter helps the 
job along, as efficiently as Brady hand and power operated lifts, 


ROLLING DOORS 
LIFTS AND HOISTS 


G. BRADY & CO., LTD., ANCOATS, MANCHESTER, 4 
Tel.: COLlyhurst 2797-8 


LONDON : BIRMINGHAM: 
New Islington Works, Rectory Park Road, 
Park Royal, N.W.10 Sheldon, 8 


and at Montreal, Canada 
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A Sensible Policy for Process Steam—8 


Process heat transfer 
decides plant earnings 


BY SPIRAX 


The earning capacity of a process steam plant is good or 
bad or indifferent according to what happens at the actual 
point of steam usage, where the transfer of heat from the 
steam to the process takes place. 


The rate at which the heat is able to get to the stuff you 
are processing is the final deciding factor of output 
economy. 


If the heat had only to pass through the metal wall of the 
process heating unit, life would be easier. But between the 
steam and the metal are formidable obstructions. They 
are stagnant films of air and water, clinging to the con- 
densing surfaces and putting up an astonishing resistance 
to heat flow. 


These films are at the root of sluggish heating, unsatisfactory 
output and excessive steam consumption. They are present 
in the steam spaces of all process heating units of whatever 
kind, shape or size. 

The methods of dealing with the films, and reducing their 
resistance to good heating performance, are well tried and 
immediately effective. 


Correspondence to : Spirax Manufacturing Co. Ltd. 


(Economist Enquiries), Cheltenham, Glos. 


NOTES ALREADY APPEARED: Jen. 14, “A sensible policy for process steam ” 
Jan. 28, “ Who controls yqur steam stores?" ; Feb. 11, “ Do you get full value from your 
steam?” ; Feb. 25, “ What steam costing will tell you"; March 11, ““ Meter your steam 
te get the facts’; March 25, “ Why have a boilerhouse?”’; April 8, ‘ Four pillars 
of process steam wisdom”; STILL APPEAR: May 6, “Resistant films v. process 
economy”; May 20, “ The air film handicap on output”; June 3, “ Removing the 
air film handicap”; June 17, “Water film against process output"; July 1, 
“Individual steam separation”; July 15, “How are your steam traps chosen?” ; 
July 29, “ Better steam trapping, better output economy”; Ang. 12, “The steam 
cireulation system; Ang. 26, “ Steam ee under control”; Sept. 9, “ Thermo- 
statie control simplified "; Sept. 23, “ Intelligent use of * waste’ heat from steam ” ; 
. team on the agenda”; Oct. 21, “ Better condensate return systems ”* 
4, “A place for the automatic pump”; Nov. 18, “ Heat transfer summing up” ; 
Dee. 2, “The more you know about process steam”; Dec. 46, “ Two instructional 
courses for steam executives”; Dec. 30, “ For advice on process steam problema” 
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really necessary to direct the flow of steel. But for most 
types of steel such direction is no longer necessary or, in 
practice, possible. The Iron and Steel Federation at one 
time employed a busy department in attending to the com- 
plaints of steel users who could not get the steel which 
they were authorised to buy. A complaint has now become 
an extreme rarity, but not because authorisations are 
sparingly given out; on the contrary, it has become just 
as exceptional to hear of a firm wanting an authorisation 
but unable to get one. Sheet and tinplate are exceptions, 
and the only question remaining at issue may now be whether 
provision can be made for the management of these two 
groups of commodities without preserving too much of the 
present apparatus of steel control. 


* * * 


The Budget and Tax Avoidance 


As the Chancellor threatened in his Budget speech two 
years ago and as Mr Glenvil Hall forecast in the House last 
November, the Government has resorted to retroactive 
legislation to stop tax avoidance by means of restrictive 
covenants of the kind which has lately attracted so much 
publicity. In the autumn of 1949 two leading motor manu- 
facturing companies each entered into agreements to pay over 
sums of approximately £100,000 to their managing directors 
in consideration of their agreeing never to offer their services 
to other firms in the motor industry. The Budget, therefore, 
lays down that cash and other benefits received as considera- 
tion for restrictive covenants of this kind shall be charged to 
surtax for 1949-50 and subsequent years, the charge being 
based on the value of the benefits grossed up by reference to 
the standard rate of income-tax. In the case of large 
sums this means that over 95 per cent of them will be 
paid over in tax next January; if the two managing directors 
are already paying tax at 19s. 6d. in the £ on their marg-nal 
income (i.e., a surtax rate of 10s. 6d. in the £) they will 
receive one hundred thousand sixpences instead of one 
hundred thousand pounds from the deal. In view of the 
possibility that tax avoidance arrangements on the lines of 
these restrictive covenants might be widely extended 
throughout industry, it was obvious that this gap had to be 
closed for future years. Retroactive legislation, however— 
of which there have been several regrettable instances in 
recent years—represents an ugly departure from the traditions 
of British constitutional practice; on the long view, it is 
likely to be more harmful to the well-being of the com- 
munity than any fostering of resentment among those who 
are outraged by these incidents. 


The resort to tax-free covenants last year was prompted 
of course by the present punitive rates of income-tax and 
surtax. The Chancellor’s speech did, however, contain one 
hint of possible relief to a section of the community which is 
particularly hard hit by these rates. At the present moment 
employees of concerns which run superannuation and retire- 
ment schemes can secure income-tax relief to the full extent 
of their contributions under these schemes—provided that 
they are drawn up to conform with the regulations laid down 
under sections 19 to 23 of the 1947 Finance Act. Profes- 
sional and self-employed persons, however, have been unable 
to enjoy these tax advantages. The Chancellor has now 
announced the setting up of a committee to examine this 
problem ; this committee will be under the chairmanship of 
Mr Millard Tucker who is, of course, already chairman of 
the committee examining the question of the assessment 
of profits for tax purposes. 


* * ® 


Brazilian Bonds Redemption 

has The Brazilian Government has not waited long before 
iding to apply its rising sterling holdings—now standing 

at over £45 compared with £35 million after sterling’s 

devaluation—towards the redemption of its bonded sterling 
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debt. Its decision to do so came as a complete surprise 

the market. It was announced last week-end that sj ; 
with a nominal value of £17 million are to be 
redeemed and, as the table below indicates, the jey, 
provoked some spectacular price movements. The “ Pla 
A” five per cent funding bonds, 1914, jumped on Monday 
from £754 to £99. Other plan “A” bonds, though no 


X Issues 


BraziLiaN Bonps To BE REDEEMED 


| 
| Amount | Amount Price 








Price 
Out- | Out- April 14th April § 
Issue jstanding|standing| 2 pril 20th 
'Plan “A”! Plan “B” a 
fmo. | {mo | “A” | “BY | “an t «pe 
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‘ Lloyd Brasileiro 4% Sterling i ' 1 
WR at oS cen cVecbucuts 0-1 aa 98} ws 
4%, Loan TOL]... 3 ssc: 0-5 0-4 86 | 49 | 99 50 
| 
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yet on the redemption list, have also risen sharply. It will b: 
recalled that, under the Brazilian debt agreement of 1943 
bondholders were given two alternatives. Under “ Plan A” 
they had to accept a cut in interest rates but were not asked 
to make any capital sacrifice. Under “ Plan B,” interest rates 
remained unchanged but the face value of the bonds was cui 
to 80 per cent, except that, for the four per cent 1911 loan, 
the cut was to §0. Hence it was among the “ Plan A ” bonds 
that Monday’s market response was most violent. 


Other Brazilian bonds were firm, partly in the hope of 
further redemptions in the early future and partly in anticips- 
tion of the cumulative effect of sinking fund purchases. The 
sinking funds operate at a constant rate based upon the 
amounts of debt outstanding at the time of the agreement. 
Hence an unchanged amount of money is applied t 
purchases from a steadily declining amount of bonds. 


The prospect that redemption would proceed smoothly was 
later rudely shaken, however, by an unfortunate confusion 
about the repayment of a seventh issue. On Wednesday after- 
noon Messrs N. M. Rothschild and Sons announced on 
receipt of a cable from Brazil to the effect that the 6} per cent 
1927 sterling loan (of which some £4 million is outstanding) 
would also be redeemed. But by the time the Stock Ex- 
change had opened the following morning, a further cable had 
countermanded the earlier instructions. This new information 
was promptly made available to the market, whereupon deal- 
ings were temporarily suspended in the issue in question. This 
regrettable display of wavering on the part of the Brazilian 
authorities requires explanation. 


* x & 


Record Trade in March 


Britain’s overseas trade reached record levels last month. 
Exports amounted to £184.3 million, the highest figure 
yet recorded—some £28.5 million more than in Februar 
and £8,400,000 more than in January, the previous peak 
March had an extra working day (27 instead of the usual 26); 
but even when allowance is made for this fact, exports 
were still at a record level. On this basis they were 17 p* 
cent larger than the average for 1949. Re-exports # 
£6,700,000 were also high. Total exports for the first 
quarter of this year thus amounted to £534 million compared 


with £475 million in the first three months of 1949. 
_ This expansion in exports is no mean achievement. But 
imports, too, reached a record level in March of {221.3 
ion, nearly £20 million more than the previous peak 
last June. Since devaluation the cost of imports has beet 
; for the first three months of this year it totalled 
million against £538 million in the corresponding 
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in | “© Method is good in all things. 
Order governs the world.” —swiFT 
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not 

Order and method in your 

monetary affairs can he 
2 achieved by the simple and 


careful use of a banking 


account. 


Martins Bank gladly places 
its services at your disposal 
in opening personal ac- 
counts from which payments 
by cheque may be made. 
Please enquire at any branch 
of the Bank. 
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Merchants and Manufacturers visiting the 


BRITISH INDUSTRIES FAIR 
are invited to call at 
STAND 0.8 EARLS COURT 
where experienced officials of 


THE CHARTERED BANK OF INDIA, 
AUSTRALIA AND CHINA 


will be at their service to provide information and 
guidance on all matters concerning trade with 


INDIA, PAKISTAN, SOUTH-EASTERN 
ASIA AND THE FAR EAST 


THE CHARTERED BANK OF INDIA, 
AUSTRALIA AND CHINA 


(Incorporated by Royal Charier 1853) 


Head Office + ~ 38 Bishopsgate, London, E.C.2, 
Manchester Branch - 52 Mosley Street. 

Liverpool Branch + 27 Derby House, Exchange Buildings. 
New York Agency = 65 Broadway, New York. 
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TWO CENTURIES 
OF ENTERPRISE 


Nearly two centuries ago, when Glyn, 
Mills & Co. was founded in 1753, 
commercial and industrial enterprise 
depended on a handful of pioneers—the 
‘gentlemen adventurers’ of the history 
books. With the highly individualised 
businesses of the past, so with the large 
combines and_ national corporations of 
to-day, Glyn, Mills maintains its tradition - 
of a private Banking House offering the 
most advanced and comprehensive 
banking facilities. 


GLYN, MILLS & CO. 


BANKERS 
HEAD OFFICE: 67 LOMBARD ST., LONDON, E.C.3 


Associated Banks : 
Royal Bank of Scotland °* Williams Deacon’s Bank, Limited 
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WHEN iTS A QUESTION OF TIME... 


= 





Ir YOU ARE seriously concerned with saving time in aoe 
your business, you might ask yourself three questions 

— is my Internal Communication system as good as it might be? 
Is time throughout my organisation accurately recorded, shown and 
sounded ? Could the broadcasting of signals, messages and music 
increase my workers’ interest in their job ? If you can’t answer * yes” 
to all three questions you are wasting time somewhere and TR 
Service could probably help you. 


Internal Telephones, Time 
Recorders and Internal 
Broodcasting Equipment, 
service speeds production j imsied od moimsines 


under guorantee by 
Telephone Rentals Limited 
—thot’s TR service... 


DETAILS FROM HEAD OFFICE, DEPT.£.1, KENT HOUSE, RUTLAND GARDENS, LONDON, 
S.w.7, OR NEAREST BRANCH © BELFAST ® BIRMINGHAM © BRISTOL © CARDIFF 
DUBLIN ® GLASGOW © LEEDS ® LONDON © MANCHESTER © NEWCASTLE 
SHEFFIELD © OVERSEAS : JOHANNESBURG © CAPE TOWN ® PARIS ® BRUSSELS 
ET Oe EE eT a a aS ae eS 
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~ ri a feet safety from fire and fall. Why not write for 
erlica tiing ‘abinet is as . . 
deigued to fi harmoninst, details of the Chatwood Fireproof 
into executive offices. Vertical Filing Cabinet. 


CHATWOOD 


For protection against fire and thief 


THE CHATWOOD SAFE & ENGINEERING COMPANY LTD. SHREWSBURY 
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The lock on your door 
won't keep away fire- 


one moment's carelessness 
and confidential documents 
can be utterly destroyed 
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Ask any Solicitor with valuable papers to 


documents handy — but he doesn’t take risks, 
A fireproof filing cabinet in his office not 
only provides security from prying eyes but 
what is even more important — complete 
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@ Right answer . . . wrong method! Business today just can’t afford to use a 
pencil for jobs a machine will do better. It wastes time. It wastes money. 
Perhaps most important, it wastes profit-opportunities missed by not having 
figure facts up-to-the-minute. 

But just any machine won’t do. You need the right machines and methods to 
match your figuring problems. The Burroughs man can best tell you what they 
are. For only Burroughs makes machines for every figuring, accounting and 
statistical need. 

Naturally, you want your machines kept in peak running order at all times. 
Burroughs is ready to give immediate, dependable service. Why not get in 
touch with your Burroughs man today ? 


ADDING + CALCULATING - ACCOUNTING + STATISTICAL MACHINES 


Burroughs §) | 


Burrovucas Appinc MacHine LIMITED 
Avon House, 356 Oxford Street, London, W.1 
Factories ; Norrincmam (est. 1898) STRATELEVEN 


Es 
= 
. 1 
care for. He keeps his own and his clients’ a 











Jo ete.) een ASE iiss acai " 








JHE ECONOMIST, April 22, 1950 


period of 1949. Thus, despite the great efforts made by 
the export industries, the cumulative excess of imports 
(reckoned ¢.i.f.) over total exports (reckoned f.o.b.) in the 
first quarter was {7,000,000 more than twelve months ago. 
The visible deficit for the first three months of this year 
reached £70 million compared with {£63 million in the first 
quarter of 1949. 


British exports to the United States and Canada showed 
a welcome recovery in March. Sales to America, which 
had been declining since November, again expanded, and 
their average value for the quarter (in terms of US dollars) 
was higher than in the previous three quarters, but 
till significantly below their level of a year ago. A sharp 


BritisH Exports to USA AND CANADA 
(Monthly Averages—$ Mn.) 
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42-8 
expansion also occurred in shipments to Canada, which for 
the three months had almost regained (in terms of Canadian 
dollars) their level of the first quarter of 1949. Total earn- 
ings from these two markets reckoned in American currency, 
however, was still more than 10 per cent below the level 
of a year ago. 


x * * 


IMF and Gold 


Ever since last autumn the International Monetary Fund 
has been considering South Africa’s request that gold pro- 
ducing members of the IMF should be allowed to sell one 
half of their output on the free market as monetary gold 
without going through the subterfuge of processing it and 
selling it as ostensibly manufactured gold intended solely for 
industry and the jewellery trade. The verdict of the IMF 
is due to be given in the near future, and confident reports 
from Washington suggest that it will reject the South African 
request. For South Africa this will be a defeat of little 
significance because the free gold price has now fallen 
to a point at which accession to its request would have 
proved worthless. At the present free price of about 38 
dollars an ounce it has in fact ceased to be profitable to 
process newly mined gold in South Africa. Any substantial 
sales of newly mined gold in the free market would rapidly 
obliterate what is left of the premium. Mr Havenga, the 
South African Minister of Finance, referred to this question 
this week when he pointed out that over the past twelve 
months the gold mining industry had been able to make a 
profit of nearly £2,000,000 as a result of these premium sales. 
He added that those sales might have had some influence in 
bringing down the free price of gold, but said that surely the 
South African Government was not to be criticised for that. 
Mr Havenga confirmed that the report on gold sales drawn 
up by officials of the International Monetary Fund was now 
completed, but that before it was submitted to the 
Governors it had been circulated to gold producing countries 
in order to see if some way out of i 


cakes: presumably 
oe by the negative nature of the I report, could be 
ound. 


In the course of his speech Mr Havenga also announced 
that the foreign exchange reserve of South African 
Reserve Bank had recovered so well that the Government 
could aor meet its imports for the rest of the 
year. Mf the position continues to improve it will be possible 
to liberalise import licensing so as to meet all legitimate 
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demands of commerce and industry. The latest weekly 
South African Reserve Bank statement shows a further 
increase of over {2,300,000 in the gold and foreign exchange 
holding. At the end of March the foreign exchange reserve, 
mainly sterling, stood at {77,997,000 and the gold stock at 
£58,768,000. The ratio of reserves to public liabilities was 
69.1 per cent. 


* * * 


BAT’s Bumper Profits 


The changes in magnitude revealed in the consolidated 
accounts of British American Tobacco for the year ended 
September 30, 1949, are staggering. There is an increase 
of trading profit from £23,953,208 to £30,679,595 and the 
direct effect of devaluation accounts for a further £1,786,488 
brought to credit for the year. Although the report 
indicates that inflationary tendencies are rife in the wide 
trading world of BAT, no other clue is given to such a 
phenomenal rise in profits. In the result, it is perhaps 
surprising that the company has not restored the dividend to 
15 per cent, tax free, from which it was cut to 14.166 per 
cent, tax free, last year. But a note to the accounts explains 
that the company has had to meet heavy demands for finance 
from subsidiary and associated companies, and that “ profits 
earned are very largely required not only to finance expansion 
of business, where this is possible, but also to assist the 
maintenance of the real capital of the group in face of 
ya” inflationary tendencies in many parts of the 
world.” 


The effect of devaluation is more easily discernible in 
changes in the consolidated balance sheet which shows a rise 
from {152,846,851 to no less than. {191,029,744 in total 
assets. Some £33 million of this increase is attributable to 
current assets, of which stocks have risen from £83,665,080 to 
£106,799,017 and cash from £21.6 million to £27.7 million. 
The report explains that the higher sterling value of overseas 
assets at post-devaluation rates of exchange accounts for 
£11,226,000 of the rise in net current assets from {81,850,155 
to £103,744,513. This amount has been transferred direct 
to reserves, which rose by {21,758,000 over the year. 


* * * 


Dearer Copper and Zinc 


A strong demand for copper in the United States has at 
last forced smelters to increase their price from 184 cents a 
Ib. (equivalent to £148 a ton) to 19} cents (£156). For the 
past six months deliveries in America have averaged well 
over 100,000 short tons a month, an offtake well in excess 
of supplies coming forward. Producers’ stocks of refined 
copper have consequently declined sharply and at the end of 
March they amounted to little more than 60,000 tons. On 
Wednesday, the Ministry of Supply, following the New 
York market, raised its selling price of electrolytic copper 
by £9 to £162 a ton. Consumption of copper in Britain, 
however, has fallen appreciably in recent months and stocks 
at the end of January amounted to 130,000 tons compared 
with 115,000 tons twelve months earlier. In Europe, too, the 
demand for copper appears to be much less buoyant than in 
the United States. 


Stocks of zinc in the United States are also being drawn 
upon ; at the end of March, the estimate was 59,800 short 
tons against 67,400 tons in February. Twelve months ago, 
however, stocks of zinc were only 28,200 tons. Neverthe- 
less, the market is firm and in contrast to copper, consumption 
in countries other than the United States is increasing. This 
week the American price rose by half a cent to 11 cents 
a Ib (£88 a ton) and the British price by £4 to £953 a ton. 
In certain quarters it is held that a shortage of zinc might 
develop within the next two or three years, if industrial activity 
persists at its current level. World stocks of zinc concentrates 
have fallen during the past two years and the opportunities 
for expanding mine production are said to be limited. But 
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part of the recent demand for concentrates has come from 
the American stockpiling authorities who are known to be 
holding large quantities, while mine output, particularly in 
Australia, has been restricted until stocks of concentrates 
held at the mines were reduced from their abnormally high 
wartime levels. Thus, while there is reason to suppose that 
the zinc market may remain firm in the immediate future, the 
prospects of a long term shortage should be discounted. 


* * « 


Mission to Japan 


A party of eight representatives of the British cotton 
industry will leave for Tokyo on May 2nd, led by the chair- 
man of the Cotton Board, Sir Raymond Streat. They will 
meet in Tokyo a group of American representatives with 
whom they will make a survey of—presumably—the Japanese 
cotton trade and its prospects. But their terms of reference 
have not been precisely set out, or not, at least, in public. 
Even the question of preparing a report on the results of 
the mission is to be left to the full Anglo-American cotton 
trade committee in Washington to consider after the Japanese 
visit is over. 

For the British industry this joint mission is the result of 
some two years’ patient persuasion of the Americans, who 
remained for a long time unconvinced that a common 
Anglo-American policy towards the Japanese cotton 
industry was necessary at all. Indeed, many American 
exporters of cotton textiles are still more concerned 
with sterling area trade restrictions than with Japanese com- 
petition, and the previous discussions have suggested that 
American support for any attempt to control the course of 
Japanese export trade will be conditional on a benevolent 
attitude by Lancashire towards American exports to some 
Commonwealth countries. A curious factor in the situation 
is that by far the largest buyer of Japanese textiles last year 
was the United Kingdom itself. Japanese exports of cotton 
piece goods were 171 million yards in the third quarter of 
1949 ; and 61 million of these went to Britain. The United 
States took 600,000 yards. The British purchases consisted 
largely of Japanese grey cloth which, after finishing, supplied 
a large proportion of the British exports to African markets. 


* * * 


New Deal for BETRO 


Bodies and services for the promotion of export trade 
tend to proliferate, and it is a welcome change for an arrange- 
ment to be announced which will lead to less, rather than 
more, overlapping. The “engagement to render mutual 
aid” which has been agreed between the Federation of 
British Industries and the British Export Trade Research 
Organisation is of this character. The FBI has a large 
number of overseas offices ; BETRO has a smaller number. 
The overseas offices of the FBI are now to undertake certain 
kinds of work for BETRO, and will house its representatives, 
so that it should be able to undertake a greater volume of 
work more effectively at lower cost. At the same time the 
federation has undertaken to promote the wider use by its 
members of the organisation’s service for market survey 
and research ; and it is reasonable to expect that this will 
provide the larger volume of work that is wanted. 


The export trade organisation, for its part, is to drop 
those of its activities which have overlapped with work done 
by other bodies such as the Board of Trade and the FBI 
itself. For example, such matters as the finding of possible 
agents, the credit-worthiness of customers, tariff inquiries, 
and patents will be left to the FBI ; they are, indeed, “ bread 
and butter ” to the FBI, as its director, Sir Norman Kipping, 
observed on Thursday. This is all to the good ; the functions 
of BETRO will be confined to market survey and research 
for export, and this will give it a clearly defined field in 
which it can be useful. 
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BETRO has done some good work since jt wa 
formed in 1945, but it has suffered at times from a lack of 
precision in its purposes, and there is little doubt also thy 
its position as a Government subsidised body has hampere 
it in gaining the confidence of industry. One ay 
payment is to be taken from the Government to tide ove; 
the period of reorganisation and (it is hoped) expanding work 
that is now opening. After that the organisation will as 
for no more Government money; it will rely on the Subscrip. 
tions of member firms and the fees charged for work done 
Government subsidies to BETRO in the past five years haye 
amounted to £106,000. 


* * * 


Stilfontein Issue 


A great deal of new capital will be required to bring the 
new gold mines in South Africa into production, and mining 
companies have been examining for some time various ways 
to attract it. Attention so far this year has centred 
in the OFS field, where “rights offers” to share. 
holders have brought in sufficient new money to meet 
the requirements of development for some time. This week 
the Klerksdorp group, which is situated in southern Trans. 
vaal, has announced its intention to the market in its turn, 
Although mines in this area have not received the publicity 
given to their neighbours in the OFS, their potentialities 
were recognised by the spirited rise of New Pioneer shares 
last year. More recently, attention has been switched to 
Stilfontein, which has made some big purchases of heavy 
equipment in recent months, and has been able to accelerate 
its development programme ; its expected date of production 
has now been advanced to the end of 1952. Though the com- 
pany appears to have enough funds for the rest of this year, 
it has now decided to raise the {2,000,000 needed next year 
for the erection of milling and reduction plant and other 
projects. 

With the Kaffir market in its most undecided frame of 
mind since devaluation, Stilfontein has decided to strike a 
new and enterprising note in gold mining finance. It intends 
next month to make a public offer in London and Johannes- 
burg of {2,000,000 5} per cent convertible unsecured 
loan stock redeemable not later than June 30, 1960, at 103 
per cent. Conversion may be made into ordinary §s. shares 
between October 31, 1950, and January 1, 19§2, on the basis 
of 16 ordinary shares for every £25 of stock ; thereafter, 
until July 1, 1954, a further £25 of stock will be convertible 
into 11 ordinary shares. The final date for the first conver- 
sion offer will allow consideration of possibly six months’ 
developments on the reef ; if these match up to borehole per- 
formance, the conversion rights should be valuable. The 
issue is being underwritten, but there should be support on 
a sufficient scale from the mining houses to make the issue 
a success—though how many issues of this scale could be 
financed by present resources is another matter. It 1s 
doubtful if the institutions can be tempted by this backdoor 
method to sally too far into a field where risk capital has pre 
viously been considered the appropriate medium of finance. 


* * * 


Radio Component Exhibition 


The Radio and Electronic Component Manufacturers’ 
Federation held its seventh annual exhibition in London 
this week. The price of radio and television sets depends 
to a very large extent on the ability of the component manv- 
facturers to produce valves, resistors, formers, transformers 
and insulators of high performance and accuracy at low 
cost. A radio receiver contains between 40 and 50 com- 


ponents, a television set 200. Component manufacturers 
have been able to keep down the prices of their standard 
components with the help of very long runs, and even the 
components made to an exceptionally high degree of accuracy 
for limited orders show little price increase on 1938. 





JHE FE 


The 
Meradio al 
ond ele 
indu 
he de 
pas opt 
at the 
ar, W 
are pul 
bnfluen: 
actual | 
wossibl 
idifficul 
The 
export 
artly 
as an ¢ 
of mai 
these | 
Be ponen' 
neleco! 
Pelectre 
Peworth 
Pathe Bi 
me Brit 
= weste! 
js not 
enoug 
jong. 
about 
@ prices 
im expo! 
wher 
thoug 
been 
of im 
Ther 
and s 
But t 
bare § 
the v 
prob 
Sout 
mer 
PBut 
losse 
poss 
sold 
orga 





















3 
MN 
4 
z 
a 
4 
3 


Sa 









Inse 


seas 
spra 
and 
rem 
the 

disa 
nic 
use. 
Th 
whi 
the 
dar 


: 
Fs 
& 
2 
‘ 


act? 
phe 
tio! 
WO 
tha 








—_ ww Wwe fb 


it 


s—. > 


— 





THE ECONOMIST, April 22, 1950 


The component industry has a far wider market than 
W,,dio and telecommunications ; the market widens as radio 
and electronic engineering is applied more and more widely 
n industry, particularly in control mechanisms of all kinds. 
he development first of radar and then of guided missiles 
has opened up new military markets, and these, though not 
ot the moment on the scale that they reached during the 
war, will expand again as new weapons under development 
are put into production in the next year or two. Military 
bnfluence is evident at the exhibition not in the form of 
actual exhibits, but in the tendency to reduce size wherever 
rossible, sometimes at the cost of making production more 
difficult. 

The exhibition was well attended by overseas buyers. The 
export of components has developed rapidly since the war, 
artly because of the temporary disappearance of Germany 

as an exporter. It has been further stimulated by the desire 
f many countries to build up a radio industry. Some of 
these countries are not yet able to produce their own com- 
ponents for radio receivers or build their own transmitters, 
telecommunication equipment, navigational aids or industrial 
electronic equipment. Britain exported nearly {6,000,000 
worth of valves and components last year; Argentina and 
the British dominions were the best customers. 


British exporters have noticed a revival of exports from 
western Germany in recent months. The scale of this revival 
js not yet great, but German capacity is believed to be large 
enough to provide for a considerable volume of exports before 
Jong. Some concern is being expressed (perhaps naively) 
about the price policy of German manufacturers. British 
prices are level with those of other countries, and the British 
exporters fear that German managements will under-cut 
where they find it necessary to get business. Sweden is 
thought to be the first market threatened. The Swedes have 
been developing a radio industry since the war on the basis 
of imported components from Britain and the United States. 
Their imports from Britain were valued at £153,000 last year, 
and sales were stimulated by an exhibition held in Stockholm. 
But the customary links between Swedish and German traders 
are strong, and the British firms may find it difficult to keep 
the whole of this trade. Similar customary attachments will 
probably lead to the loss of some of the South African market. 
pe South Africa was the British industry’s second largest custo- 
“wy mer last year, taking components to the value of £342,000. 
But it may be possible to make up elsewhere the expected 
Josses in these markets. The federation thinks it should be 
possible to improve on the £74,700 worth of components 
sold to Canada last year and a components exhibition may be 
organised in Toronto to start a Canadian sales drive. 
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* * * 


Insecticide Risks 


Iwo new insecticides will be generally on sale this 
season. One kills insects which come into contact with 
‘prayed surfaces ; the other is absorbed into the plant’s system 
and makes it poisonous to all sap-sucking insects. Each 
remains effective for much longer than other insecticides and 
the potential demand for both is large. They have one great 
disadvantage: they are more dangerous to handle than 
hicoune, previously the most dangerous insecticide in general 
use, and for a limited time after spraying they taint the crop. 
The manufacturers have formulated stringent precautions 
which, if observed, would counteract the risks. A paper in 
the British Medical Journal not long ago described the 
dangers to a wider, and disturbed, public. 


The dangers are probably not being over-rated. The 
active principle of the contact insecticide is an organic phos- 
phorus compound, parathion. In the 20 per cent concentra- 
tions in which it is generally marketed, it can easily kill 
workers who handle it carelessly. The manufacturers say 
‘nat when an area has been sprayed with a concentration of 
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one part in ten thousand, neither workers nor farm stock 
shou!d be allowed into the area for three to four weeks. The 
symptoms of poisoning, headache and giddiness, are slight 
and may not be appreciated in time for medical treatment. In 
the United States there have been several deaths from 
handling parathion and the writer in the British Medical 
Fournal described cases of serious illness among workers who 
had picked pears ten days after the spraying. No accidents 
have occurred in Britain, but comparatively little parathion 
has been available. Ten insecticide manufacturers—all the 
big firms with the exception of Boots Pure Drug Company 
and Shell Chemicals Ltd.—will sell parathion compounds 
this season. The largest suppliers will be the Murphy 
Chemical Company and Plant Protection Ltd. The second 
type of insecticide, like parathion, is based on phosphorus 
and it is only a little less dangerous to handle. There are 
no risks from contact after spraying but, because the insecti- 
cide is absorbed into the plant system, the plant itself and 
its crop (in Britain, primarily hops and strawberries) will 
be tainted until the compound is broken down into non- 
poisonous chemicals within the plant. No fruit should be 
harvested within six weeks of spraying. Pest Control Ltd. 
are the sole suppliers of this systemic insecticide this season, 
but Plant Protection will be using experimental quantities 
of a similar preparation which will not be available yet 
commercially. 


Albright and Wilson Ltd., at present the only British 
source of the phosphorus intermediates used, have com- 
pleted plans for a new factory to expand their output. 
Monsanto Chemicals, already large suppliers in America, will 
soon sell parathion in bulk in this country. There is no 
doubt, therefore, that the supply will increase. The manu- 
facturers are selling these dangerous insecticides not to the 
public but only to contractors and growers. Certain rela- 
tively harmless phosphorus insecticides are sold in the normal 
way. Two of Pest Control’s products which are more con- 
centrated and, therefore, more dangerous to handle than the 
average, will only be sold to contractors who can provide 
medical and technical supervision. 


It is to be hoped that the industry will soon draw up a 
standard to guide its members’ selling policy on these 
dangerous though useful compounds. Whether the Ministries 
of Health or Agriculture will intervene will probably depend 
on the results of this first season in which the insecticides are 
widely used. If the recommended precautions are taken 
there need be no accidents, but they are stringent precautions, 
and in the past less difficult conditions have not been 
observed. At least one of the four deaths which occurred 
in Great Britain last year in applying a dangerous weed killer, 
was caused by a worker failing to wear protective clothing. 
There also seems to be need for an inquiry into whether the 
public should be protected in some way against the possible 
harvesting and marketing of crops within the danger limits 
laid down by manufacturers. The Medical Research Council 
is at present studying the general question of toxicity. 


Shorter Note 


As this issue of The Economist went to press it was 
announced that Treasury bills would henceforth have a 
currency of 91 days instead of three calendar months as 
hitherto. Treasury deposit receipts, which have hitherto 
had a life of five, six or seven calendar months will henceforth 
run for 154, 182, or 210 days. This eminently sensible— 
and long overdue—reform will mean that both bills and 
TDRs will now mature on the same day of the week as that 
on which they are taken up. Day to day fluctuations between 
excessive ease and excessive stringency in the money market 
—involving constant sales or purchases of bills by the 
authorities—should be considerably reduced except on those 
occasions when bank holidays throw out the timetable. 
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Assets exceed £24,371,500. Reserves exceed £1,380,000 


TEMPERANCE PERMANENT 
BUILDING SOCIETY 


Appropriated as follows :— 


Government and Provincial Taxes .............0..cccccsecseeseceeseneeeeee seers ‘ $49,495 
Silicosis Board : 
Further provision against Outstanding Liabilities ........ £21,208 


Assessment in respect of Additional Outstanding Liability ... 16,735 


Capital Expenditure appropriated at 3lat December, 1949 ........ 
Ordinary Dividends Nos. 36 and $7, totalling 20°, eee = = 
Deferred Dividends Nos. 27 and 28, totalling 85 18s. ‘44. per aime 141.666 









Payment of Special Contribution to the Witwatersrand Gold Mines Er taplovees 
Pro EI Bi inccintiateraldnithestananndtindieitishcte lass dodgeiitetnn 66,563 


Balance to Balance Sheet ........... 














223-227, Regent Street, London, W.1. ‘Phone REGent 7282) 


ORE RESERVE —The fully developed Ore Reserve, as recalculated at December ti 

‘i i 1949, amounted to 10,093,000 tons of an average value of 3.6 dwie. over 4B in (ims 
Managing Director : Ronald Bell 8,226,000 tons at 4.1 dwt. over 47 in.) 

Copies of the full and Accounts are available at the London Office of the Compaay 






Winchester House, Oid Street, London, E.C.2. 


BRANCHES THROUGHOUT THE COUNTRY 





ASSURANCE COMPANY LIMITED 


Chairman: G. R. L. TILLEY, M.A., F.C.1.S. 3 M 


Points from the Annual Report and Balance 
Sheet for the year ending 3ist December, 1949. 
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POLICYHOLDERS’ FUNDS £174,113,200 GROSS INCOME £33,405,018 


INVESTMENTS FIRE AND GENERAL a 
The funds show an increase of £8,402,522. The - smear. Branches the premium income was _ 
market value of the investments exceeded the 
price at which they stand in the balance sheet. REVERSIOMARY BONUSES ii 
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COMPANY MEETING 
EE 


NATIONAL BANK OF EGYPT 


DIVIDEND INCREASED 
ALY SHAMSY PASHA’S STATEMENT 


The fiftieth annual general meeting of the 
National Bank of Egypt was held in Cairo 
on March 28th. 


BALANCE SHEET, DECEMBER 31, 1949 


IssuE DEPARTMENT 
LIABILITIES fE. MM. 
Notes Issued... seesvcesceceerscsecses 174,000,000 000 


174,000,000 000 





AssETs £E. MM. 

Gold ..<sscesvacdsec@useeeapeewe tend 6,375,873 969 
Egyptian and British Govt. Treasury 

Bills and SecuritieS ....sccccseccces 167,624,126 O31 


174,000,000 000 





BANKING DEPARTMENT 


LIABILITIES £E MM. 
Share Capital :-— 

300,000 fully paid Shares of £10 each 2,925,000 000 
Statutory reserve fund.....ccseceeees 1,462,500 000 
Special reserve ......+cccesccecereses 1,462,500 000 
Current, deposit and other accounts... 88,478,411 093 
Egyptian Govt... ..6 sss cence etetpebe 70,090,799 294 
Egyptian Govt. “ Treasury Bills ” (Law 

No. 119 of 1948) Special account.... 40,000,000 000 
Sudan Govt. ....cccsusstseubareeseus 2,629,320 663 
Bankers’ accounts .....ssccsecseaeeres 24,049,159 833 
Cheques and bills payable........... 208,149 925 
Provision for payment of final dividend 

t the rate of 16 per cent per annum 468,000 000 
Profit and loss account balance....... 319,109 823 
Acceptances, C06. ..crcsccseeses bbe coh 13,298,180 928 


245,391,131 559 





ASSETS £E. MM 


Government securities and securities 


wanteed by the Egyptian Govt... 149,058,354 382 
362,112 


SURCTY SCCUTITIEB... 0. ees coer see mewec’ 1 142 
Advances on merchandise 50,992 272 
4 nees on securities........... 7,516,980 606 
Sundry other advances......... 1.728,004 435 
Bills discounted ....e+secen8eas 278,041 696 
Bankers’ accounts .......sse00% 43,154,998 114 
loney at call and at short notice 





£E.7,834,322 750 


coin vd £F.148,544 234 
—eeenigteniens:)” SRR SRE 200 
Cents lability for acceptances, etc.. 
t Doc crc cde cose Subse Sees 13,298,180 928 
245,391,151 559 
F. W. LEITH-ROSS, Governor. ws 
M. A. FARGHALY, G M ALLEMANN, Directors. 


PRoFIT AND Loss ACCOUNT 


Dr ce. MM 
rectors’ §00S... 4... cise bekeeeyeowees 14,349 861 
Current expenses . 2404. sees pe cakes 4,189,527 412 
tnterun dividend at the rate of 4 per 


Cent Pex SAAD oss cciewy kckaees Kees 117,000 000 
rovision tor payment of final dividend 
( the rate of 16 per cent per annum 468,000 000 


| 


Balance carried forward. .........0<e 319,109 823 
2,107,987 096 
Cr. £E. MM. 
S profit for the year ended Dec. 31, 
1949, after providing for depreciation 
n buildings and furniture, for rebate 
{ discount, for doubtful debts and 
, CONTINGENCIES...» . «aod oases wade es 1,793,607 349 
Balance brought forward from last year 314,379 747 
2,107,987 096 


LARGER EARNINGS AND EXPENSES 


Aly Shamsy Pasha, the President, in the 
course of his speech, said: — 
_ Our profit and loss account shows earnings 
at £E.1,793,607, as against £E.1,740,348 
for the previous year. On the other hand, 
Cur expenses amount to £E.1,203,877, as 
against £E.1,169,323 in 1948. 


The increase in expenses of £34,554 is 
due in part to the normal increases in salaries 


and allowances, but also to the expenditure 
incurred on repairing and renovating all our 
premises in Egypt and the Sudan, which is 
included in our general expenses. As you 
are aware, such costs are nearly four times 
greater than in 1938. We hope, however, 
that the figure under this heading will be 
substantially less next year. I can assure the 
shareholders that we exercise the closest 
scrutiny over our general expenses in order to 
prevent extravagance. 


The net profits amount to £E589,730, 
against £F.571,024 for 1948, which enables 
us to propose a dividend 1 per cent. greater 
than the previous year, i.e., 20 per cent. per 
share. This will absorb £E.585,000 and 
leave abut £E.5,000 to be added to the 
carry forward. 


DIVIDEND POLICY 


We consider that the results justify this 
increase and we would not have proposed it 
if we did not think that it could be main- 
tained. But shareholders should not interpret 
this decision as an indication that our policy 
is to increase the dividend regularly. We 
have been criticised in the past for the con- 
servative policy which we have adopted in 
the distribution of our profits and especially 
in the allocations which we have made to our 
mner reserves, but our prudence in this 
matter has been justified by events. 


You are no doubt aware that there has 
been a marked fall during the year 1949 in 
the price of gilt-edged securities on the Lon- 
don Stock Exchange. Due to the policy of 
accumulating reserves to meet such a-con- 
tingency, we have been able to distribute 20 
per cent. this year in spite of the fall 
in the market quotation of some holdings in 
our portfolio. You may rest assured that the 
margin between the figure at which the 
securities are shown in the balance sheet and 
their market value is still substantial and 
fully sufficient, so far as can be foreseen, to 
meet any market fluctuations which the future 
may have in store. 


PROBABLE CHANGE OF STATUS 


I mentioned here two years ago that if the 
Government were to approach us with the 
object of legally conferring on our bank the 
functions of a central bank, we should be 
found prepared to contemplate arranging for 
measures more suitable to present conditions 
as regards the monetary circulation, the bank- 
ing system and credit in general, recognising 
that these are matters in which the supreme 
guiding principles are the concern of the 
State. I added that at all events your toard 
remained fully conscious of the responsibili- 
ties it bears towards the shareholders, without 
losing sight of the general interests of the 
country. 


Since that date our attitude has undergone 
no change, and we have to inform you to-day 
that the Government has invited us to enter 
into negotiations with a view to converting 
the bank into a central bank. The discussions 
began on February 23rd last, and if they 
result in a draft agreement reconciling the 
various interests involved, we shall not fail 
to cali you to an Extraordinary General Meet- 
ing in order to submit the matter for your 
examination and eventual approval. 


Report and accounts were adopted. 


Copies of the President’s address in full 
will be available at the National Bank of 
Beypt, 6 and 7, King William Street, London, 

CA. 
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LONDON ALUMINIUM 
COMPANY, LIMITED 


SALES MAINTAINED 


The annual general meeting of the London 
Aluminium Company, Limited, was held on 
April 19th at Birmingham, Mr Duncan 
Campbell (chairman and joint managing 
director) presiding. 


The following is an extract from his circu- 
lated report: — 


The trading profit to December 31, 1949, 
amounted to £149,464, compared with 
£303,045. After adding to this profit the 
income in respect of rents, interest and divi- 
dends reecived, and deducting charges, there 


is a profit, subject only to taxation, of 
£112,376. 


Some years ago we realised that when the 
war was over there would be a phenomenal 
demand for aluminium cooking utensils, and 
arrangements were made accordingly, but we 
also realised the day would come when the 
demand would fall off to normal require- 
ments, and we developed plans, laid down 
long before, to equip ourselves to produce 
plant for the dairy, brewery and chemical 
industries, both here and overseas. That 
this was a wise policy is proved by the fact 
that although the total sales for 1949 were 
comparable with 1948, the holloware sales 
during the year suffered a sharp fall, whereas 


the heavy engineering showed a satisfactory 
increase. 


As the trading figures for the half-year to 
June, 1949, were almost exactly comparable 
with the same period in the preceding year, 
your directors felt justified in declaring the 
same interim dividend. I am optimistic re- 
garding the future of this company. 


The report was adopted. 


PARIPAN LIMITED 
HEAVY TAXATION BURDEN 


The thirtieth annual general meeting of 
Paripan Limited was held on April 19th in 
London. 


Mr Percy M. Randall, the chairman, in the 
course of his speech, said: The profit for 
the year 1949, before providing for taxation, 
amounted to £46,989, as compared with 
£42,145. After providing for the heavy 
burden of taxation (you will notice that it is 
more than half the profits) the net profit 
remaining amounted to £22,430, practically 
the same figure as for the previous year. We 
recommend a final dividend of 30 per cent., 
less income tax, on the ordinary shares which, 
together with the interim of 10 per cent., 
makes a total dividend for the year of 40 per 
cent. 


Most people have heard of the Town and 
Country Planning Act, 1947, but few people 
appreciate its far-reaching and frustrating 
effects. The position at the moment is that 
ae company can continue to use its Egham 
actory as fully as in the past, but cannot carry 
out any extensions either for manufacturing 
or welfare purposes. We can, however, 
repair existing buildings. 

In order to safeguard our position the 
directors are hoping to acquire a building site 
at Egham with the help of the local authori- 
ties, so that if a “life” were imposed on 
our present factory we should not be forced 
to leave the Egham district. 


Notwithstanding the absurd frustration 
brought about by our legislators, we have 
every confidence in the future prosperity of 
your company based on its high reputation 
in the trade for the quality of its products. 


The report and accounts were adopted. 
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LEWIS’S INVESTMENT TRUST, LIMITED 


FIGHTING THE BATTLE OF HIGHER PRICES 


LORD WOOLTON ON PURCHASE TAX ANOMALIES 


The twenty-first annual ordinary general 
meeting of Lewis’s Investment Trust, 
Limited, was held on April 14th in London. 


The Right Hon. Lord Woolton, P.C., 
C.H., D.L., LL.D., chairman and_ senior 
managing director, presided, and in the 
course of his speech said: 


We attain cur majority today, and it is 
fitting that we are able to submit for your 
approval a net profit, after tax, greater than 
any we have previously achieved. The net 
profit of the parent company for the year, 
after tax, is £341,746, which compares with 
£333,852 last year. 


We shall ask you to approve a dividend 
on the ordinary shares at the same rate of 
20 per cent. as last year. 


Our balance sheet continues to get stronger 
year by year, and although we are a holding 
company and derive our income from rents 
and dividends, we have still been able to 
accumulate in 21 years reserves of £1,188,602, 
as compared with our issued capital of 
£3,180,290. 


The total revenue of our principal sub- 
sidiary, Lewis’s, Limited, was this year 
£1,910,399. This compares with £1,913,241 
last year and £1,908,794 two years ago. 


Our sales again increased, but so did the 
expenses of doing business, while the per- 
centage of gross profit earned continued to 
fall. We were able to maintain our profit 
only because the increase in our turnover 
was sufficient to counteract the unfavourable 
movements in expenses and gross profits. 
But the margin between profit and loss is 
now so narrow that any fall in sales is likely 
to have quite disproportionate effects ; and 
that may be brought about by either a fall 
in public buying power or a drop in the price 
level of merchandise. 

All retailers will agree that public reaction 
to the high level of retail prices has become 
perceptibly sharper, and customers are cer- 
tainly more selective in spending what 
appears to be the reduced amount of pur- 
chasing power which taxation leaves at their 
disposal. Almost at the beginning of our 
trading year coupon rationing was abolished. 
Prior to the event and whatever may have 
been the truth about the supply position, 
there was certainly no shortage of Jeremiahs 
prepared to prophesy disaster as soon as the 
artificial machinery was removed for impos- 
ing what in spite of the disparity of human 
needs we euphemistically called “fair 
shares.” In fact, nothing of the kind 
happened. 

In my speech last year I gave a number 
of examples of articles which we had been 
able to reduce substantially in price as a 
result of controls being relaxed or removed. 
I then looked forward to increased oppor- 
tunities of pursuing the same objective in 
other fields. Unfortunately, last September 
sterling devaluation intervened, and the 
effects of that step are only now being re- 
flected in retail stocks. Over a wide area 
of merchandise it is now more a question of 
maintaining retail prices and preventing 
them from rising further beyond the high 
levels they have already reached. 


I am doubtful whether those in official 
circles realise how much retailers regret high 
prices. Success comes to us in proportion 
to the volume of trade we can do with our 
capital investment. High prices—whether 
due to high production costs or to purchase 
tax—reduce this volume and render us less 
able to do our job. We are having to fight 


the battle of higher prices with the flexible 
weapons that we have forged from genera- 
tions of experience rendered useless by being 
encased in a solid mass of Government 
orders and regulations. These determine the 
margin of profit on almost every article we 
sell and so render any merchandising of 
goods or averaging of profit impossible to 
achieve. I am so confident that producers 
and distributors in combination could, if they 
were given freedom to operate on a broader 
basis, make an impression on prices even in 
the face of devaluation, that I again plead 
for the removal of detailed control of margins 
at least in non-food merchandise. Govern- 
ments will be wise to trust the traders to 
bring down costs. There are two reasons 
for leaving this task to traders—they know 
how to do the job, and the present high 
prices are dangerous to them because of the 
loss that occurs when prices fall. 


PURCHASE TAX ANOMALIES 


The principal difficulty stems from pur- 
chase tax and the distinction which is drawn 
between so-called utility and non-utility 
merchandise. In the original conception of 
the scheme utility goods covered what were 
deemed to be necessaries, while the term 
general or non-utility described goods which 
were held to be luxuries. As it was thought 
to be necessary in the national interest that 
the production and purchase of luxuries 
should be discouraged, the latter were made 
subject to purchase tax while the former 
were left tax free. The principal object of 
the tax was rigidly to discourage the pro- 
duction of goods that were deemed unneces- 
sary in wartime. The collection of revenue 
from the tax was of secondary importance. 
The tax remains, but its object has now been 
completely reversed. The line of demarca- 
tion between utility and general merchandise 
was, and continues to be, usually one of price. 
Below a given figure of production-costs the 
article is deemed to be utility and therefore 
free of purchase tax. Above that level it is 
non-utility and subject to tax at a rate of 
anything up to 100 per cent. 

Where devaluation is beginning to have a 
sinister effect on this plan is that in such 
cases a rise in the cost of raw materials makes 
it impossible for the manufacturer to produce 
utility goods at a profit under a ceiling price, 
and there is no alternative but to bring the 
article into the non-utility category. The 
consequent rise in retail price, as a result 
of the operation of purchase tax, is out of 
all proportion to the rise in the cost of raw 
materials or to any real value. 


In the field of cotton goods it has become 
impossible even for an expert to tell the 
difference between what is described as 
utility and non-utility respectively. . For 
example, a particular type of utility towel, 
when such can be obtained, is delivered to 
sell retail at 3s. 7jd. An identical towel 
will arrive from another supplier which, 
because it is described as non-utility, cannot 
be sold at less than 6s. 11d. 


CONTROL REMOVAL 


The outstanding lesson from the experience 
of the past year is that the anticipated 
disasters do not follow the easement of con- 
trols. The fact that coupon rationing was 
dispensed with so easily and without per- 
ceptible interference with the ordinary 
mechanics of distribution proved only that 
it had been kept in existence far too long. I 
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have no doubt that if freedom we 
to produce more of what is now 
merchandise the public would be 
more efficient use being made of 
supplies. 

I realise that this raises an is 
chase tax, but the effect of for 
facturers to produce the lower 
non-utility merchandise, upon 
chase tax is chargeable, is to ra 
of living to the lower income 
thus defeats what must be the 


Te extende, 
called Utility 
nefit thr ‘ 
the available 


Sue of pu. 
Cing many. 
Qualities of 
which Pur. 
IS€ the cos: 
Broups. |; 


What aim of 
Government in this major matter of ie 
policy. In fact, one set of controls js defeat. 


ing the purposes of the other, and lj are 
embarrassing to both traders and public — 


STAFF PENSIONS 


I draw your attention and that of the staf 
to the provisions for pensions. During the 
year we paid out of the pension fund 4 total 
of £29,064 in pensions to 383 


; , pensK Pensioners, 
This fund, which is in the hands of trustees 
and outside the control of the group, now 


has accumulated funds 
£841,824. 


Mr S. H. Leake, O.B.E. (deputy-chairman 
and joint managing director), seconded the 
resolution, and the report and accounts wer 
adopted. ' 


amounting tp 





ORIENT STEAM 
NAVIGATION 


LARGER PROFIT 
SPEECH BY MR I. C. GEDDES 


The fiftieth annual general n:ceting of the 
Orient Steam Navigation Company, Limited, 
was held on April 18th in London. 

Mr I. C. Geddes, the chairman, said thai 
the operating profit for last year was greate: 
than that for the previous period of 15 
months. This was partly explained by the 
inclusion of the new steamer Orcades ‘in the 
fleet, and partly because charges for deferred 
repairs to ships after their war service had 
been less. 

After providing for preference dividends 
and for a dividend of 5 per cent. free of tx 
on the ordinary shares, £250,000 had been 
transferred to reserve and £216,307 would 
be carried forward to next year This resul! 
showed an improvement on the 1948 account, 
but even so better results would be necessa‘) 
if the position were to be regarded wilt 
satisfaction, since the older units of the flee: 
would soon have to be replaced by mor 
expensive vessels, The company’s tradition 
policy was to invest a considerable part 0 
any surplus in maintaining and expanailg 
its business, and this was a policy whica 
was proposed to pursue. Under existing com 
ditions to regard the present cash surpls 
as available for distribution among shar- 
holders would be improvident. The com 
pany was, in addition, bound by an honout 
able understanding not to increase the mi’ 
of dividend. 

He regretted the necessity for the incteas: 
in freight rates in the Australian trade du'- 
ing the past year, due to the mounting c05-5 
of building and running ships and the ote 
tinuing delays in port, all of which wr 
rooted in the virus of slow working. He 
hoped it would be possible to avoid = 
increase in passage rates. _ i 

ing of his recent visit to Austral’ 
he said that he had been much struck by 
the prevailing feeling of confidence thet, 
which he believed to be a direct result of the 


removal of many controls following ™ 
change of Government. Given a wide a 
of freedom, the individual would find ™ 
own incentive. Here lay his best chance 
getting his head out of the ruck and 
— his country and himself. 

report was adopted. 
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NORTH BRITISH AND 
MERCANTILE INSURANCE 


ALL-ROUND PROGRESS 


The annual general meeting of the North 
British and Mercantile Insurance Company, 
Limited, will be held on May 11th. 

The following is an extract from the state- 
ment issued to the shareholders by the Rt. 
Hon. Lord Brand, C.M.G., D.C.L., Chair- 
man of the General Court of Directors, in 
connection with the accounts for the year 
ended December 31, 1949:— 

The feature which will immediately strike 
you in connection with the Fire Account is 
the exceptional growth in the figures as com- 
pared with those of last year. The explana- 
tion lies to a large extent in the conversion 
of the dollar currencies, im which our 
important United States and Canadian 
operations are conducted, into sterling at the 
new official rates. This is the main factor 
influencing the increase in our Fire income 
from £10,486,387 in 1948 to £13,152,569 lat 
year, but the result is also contributed to by 
further progress in our operations in nearly 
all the world-wide territories in which we 
transact business. 

Losses at £5,778,362 absorbed 43.93 per 
cent. of income, as compared with 42.93 per 
cent. in 1948, when they amounted to 
£4,502,529. Commission, expenses of 
management and taxation total £6,115,190, 
compared with £4,742,551 in 1948, and the 
ratio to income is 46.50 per cent., compared 
with 45.23 per cent. The foregoing are the 
salient features in a very successful year’s 
work in the Fire Department, which has 
resulted in the transfer of a profit of 
£1,519,644 to the Profit and Loss Account. 

The Casualty Department is mainly made 
up of the business of The Railway Passengers 


| Assurance Company, and its Centenary Year, 


1949, has been marked by further steady pro- 
gress and by an underwriting result which can 
be regarded as very satisfactory. The 
Casualty business as a whole has produced 
premiums of £3,499,449, being £333,011 in 
excess of those for 1948. Losses amounted to 
£1,717,538, against £1,636,918, and commis- 
sion, expenses and foreign and colonial taxes 
were £1,323,112, compared with £1,157,487. 
After providing the necessary addition to 
reserves for unexpired risks, the underwriting 
profit is £376,263, compared with £264,470 
for 1948. 

Nearly all our Marine business is dealt with 
by The Ocean Marine Insurance Company 
Limited. Premiums for the year 1949 
amounted to £1,661,290, against £1,494,343 
in 1948. Claims were £1,132,855, as com- 
pared with £900,671 in the previous year, 
and expenses of management and foreign 
and colonial taxes came to £264,435, against 
£168,850 in 1948. We have transferred 
£214,126 from our ample Marine Fund to 
Profit and Loss Account, 


The end of the year 1949 marked the close 
of another quinquennial period in the Life 
Department. The net new business trans- 
acted during the year amounted to £8,258,500, 
compared with the 1948 figure of £8,837,299. 
Group Life Assurance, a class of business 
which shows considerable variation from year 
to year, accounted for more than one-third of 
the reduction, the amcunm: o. such business 
accruing in respect of new and existing Group 
Life Schemes being £1,862,975, against the 
1948 total of £2,082,874. The premium 
income continues to expand, but the net rate 
of interest earned on the Life Fund shows a 
slight contraction. 


Turning now to the Valuation, the Actuary’s 
report shows a very safisfactory surplus, out 
of which it is recommended that a bonus at 
the rate of £1 6s. per cent. be paid for each 
of the five years covered by the investigation. 
An interim bonus at the same rate is recom- 
mended. In the light of the satisfactory 
results, and bearing in mind the strength of 
the Valuation basis employed, we have confi- 
dence in the future profit-earning capacity of 
the Fund and an interim bonus at the same 
rate is recommended in the case of policies 
becoming claims, either by death or maturity, 
before the next Valuation is made. 


The dividend it is again proposed to pay is 
7s. per share on the Ordinary shares. 


INNS AND COMPANY, 
LIMITED 


ANOTHER SUCCESSFUL YEAR 


MR WALTER WALLACE ON 
TAXATION BURDEN 


The fifteenth annual general meeting of 
Inns and Company, Limited, was held on 
April 14th in London. 

Mr Walter Wallace, joint managing 
director, in the course of his speech, said: 
The company has had another successful 
year’s trading, the net balance of profit at 
£204,673 being over £12,000 in excess of 
the profit for 1948. The business continues 
to expand, giving an increased annual turn- 
over. All departments show satisfactory 
results. The results from the increase in 
turnover more than counteract any fall in 
prices. 

This year’s accounts cover the first full 
year of the company since the capital was 
increased for the purpose of acquiring addi- 
tional freeholds. While not all of these lands 
have yet been brought into production, your 
company has been able to increase its service 
to customers and reduce transport costs. The 
result is that customers are able to effect 
considerable saving on the various works on 
which they are engaged and this saving is 
of national importance and should be 
encouraged. 

As large quantities of sand and gravel are 
supplied by your company and the demand 
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is likely to continue for many years, it is 
obvious that the policy pursued by your board 
is fully justified. 

A reserve has been established for redemp- 
tion of preference shares, although by the 
terms of issue the company is not called upon 
to make redemption until February 28, 1967, 
at the earliest. The general reserve now 
stands at the substantial amount of £110,000. 
The carry forward is £28,637, which in two 
years has been increased by over £21,000. 

Taxation bears heavily upon the industry 
of the country and in some respects some of 
the departments of your company are under 
exceptional burdens, so heavy in fact that 
taxation eats into capital. During the war 
the company was on more than one occasion 
successful in obtaining special concessional 
treatment, but that came to an end with the 
cessation of war activities. 

Representations have been made to the 
Board of Inland Revenue by your company 
and in February last two of your directors 
attended the committee on the taxation of 
trading profits and gave evidence in support 
of their application for.a change in the basis 
of this taxation. Your directors were well 
received by the committee and the board 
look forward, with some hope, to a satis- 
factory report from the committee and 
legislative action thereon. 


GOVERNMENTAL INTERFERENCE 


I would point out the dangers confronting 
industry from the continued menace of 
governmental interference. The sand, gravel 
and quarrying industries carry on business 
under so many controls and regulations and 
have to obtain the consent, permission, and 
act under the direction of such a variety of 
departments and authorities that the conduct 
of your business is difficult and made very 
much more expensive than it need be. 

A very considerable, probably the major 
part, of the time and activities of your manag- 
ing directors and the heads of the various 
departments, often with the concurrence of 
professional advisers, paid for by your com- 
pany, is taken up in attempting to comply 
with the requirements of the various authori- 
ties. 

All this additional activity is unproductive, 
except of considerable delay. What a few 
years ago could have been resolved upon at 
a board meeting, and immediately thereafter 
carried out, may now take several years before 
the company is free to commence the par- 
ticular operation. The national capital 
expenditure economy plans have not so far 
caused us any anxiety ; on the contrary, the 
company has experienced a continued expan- 
sion in the demand for its products and 
services. 

In conclusion, he said that the directors 
had elected Mr S. M. Jervis, the secretary, 
to the board. He had rendered valued ser- 
vice to the company prior to and since its 
incorporation. 

The report was adopted. 
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EASTERN ELECTRICITY BOARD 


NOTICES 


UNIVERSITY OF LONDON 


oe Senate invite applications for the Tcoke Chair of Economic 
> ‘ence and Statistics tenable at the London School of Economics and 
olitical Science. Applications (10 copies) must be received not later 


CHIEF ACCOUNTANT’S DEPARTMENT. 
=e ACCOUNTANCY ASSISTANT. 
Applications are invited for a Senior Assistant's appointment in 
the Chief Accountant’s Department at Ipswich. 
The duties will include the critical examination and presentation 


than June 1, 1950, b of statistics, forecasting and budgetary control. An Accountancy 
Senate House, W. oe eee, eee snabinaaes —— qualification and experience in the Electricity Supply Industry will 
obtained. be an advantage, 


WANTED _ to purchase Manufacturing Wholesale and Retail 
Grocery, Provision and Fruit and Vegetable Businesses. Must 
Price in accordance with 


be good established running concerns. 


In accordance with the National Joint Council Salary Agreement, 
dated March 23, 1950, the commencing salary will be not less than 
£570 per annum, or more than £630 per annum, and conditions of 
employment will be as laid down from time to time by the appro- 


Assets per Accounts. State turnover, and location, etc. Completely priate negotiating bodies. 


confidential.—Box 668, Robertson & Scott, Edinburgh, 2. 


\ ANUFACTURERS of famous National - brand of ‘Hosiery and examination. 


Underwear require General Manager for its sales organisation. 


The successful applicant will be required to contribute to a Super- 
annuation Scheme and may be required to undergo a medical 


Applications, stating age, education, qualifications and experience 


Commencing salary £2,500 to £4,000 dependent upon experienc and details of present &ppointment and salary, should be addressed 
Applications will be treated in confidence and will ween only by to :— . 4 ies alae be Te 


the Chairman of the Company.—Box 408 
(JERMAN Manu 31 


ufacturer of Branded Optical Products seeks investor 


in Great Britain for the introduction of new lines, already well 


established 


on the Continent.—Please reply to Box No. 6110, Klaiber 


Advertising Agency, STUTTGART, Charlottenstrasse 11, Germany. advertisement. 


The Chief Accountant, 
Eastern Electricity Board, 
Broughton House, 
Broughton Road, Ipswich, Suffolk, 


so as to arrive not later than ten days after the appearance of this 
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Investment Statistics 


Company Notes 


Ford Motor.—Consolidated trading profit 
declined from £6,284,342 to £6,030,300 in 
1949. Turnover was £50,926,146. Stocks, 
work in progress and stores were £7,684,378 
(£8,970,917) and net current assets 
£18,745,675 (£17,383,269) at the year-end, 
Fixed assets increased from £6,267,930 to 
£6,751,829. 

Peninsula: and Oriental.—Group opera- 
ting profit in 1949 amounted to £11,260,076, 
compared with £11,553,244, estimated on & 
twelve months’ basis for the previous period 
and £11,926,076 actual. Total profit was 
£12,443,418 (£13,045,295 estimated for twelve 
months). These figures are struck after mak- 
ing provision for reconditioning of fleets and 
appropriations to reserves for contingencies. 
Net profit declined from £4,159,165 (twelve 
months’ estimate) to £3,399,517. A dividend 
of 12 per cent is recommended for the year. 

Associated Portland Cement.—Consoli- 
dated trading profit rose from £5,204,105 to 
£6,129,325, total profit from £5,475,859 to 
£6,328,700 and net profit before taxation 
from £3,426,708 to £4,148,178 for the year 
to December 31, 1949. UK taxation ab- 
sorbed £3,004,085 (£2,254,678) and overseas 
taxation £154,672 (£129,800). The 224 per 
cent dividend for the year is unchanged. 


Alpha Cement.—Trading profit increased 
from £512,551 to £778,298 and net profit 
before taxation from £327,360 to £575,215 in 
1949. Taxation amounted to £424,700 
(£225,000). The dividend has been raised 
from 10 per cent to 20 per cent for the year. 

British Portland Cement.—Group trad- 
ing profit in 1949 amounted to £1,808,743 
(£1,552,498) and net profit before taxation to 
£1,291,270 (£1,101,791). The taxation charge 
was £956,814 (£768,414). The dividend of 
224 per cent for the year is unchanged. 

British American Tobacco. — Trading 
profit of the group in the year to September 
30, 1949, increased from £23,953,208 to 
£30,679,595, not including £1,786,488 (nil) 


attributable to devaluation profit on exchange. 
Total group profit was £34,288,178 
(£25,644,883). Net current assets at the year- 
end amounted to £103,744,513 (£81,850,155); 
stocks were £106,799,017 (£83,665,080) and 
cash £27,717,749 (£21,639,573). 

Monsanto Chemicals.—The balance on 
group trading account in 1949 amounted to 
£959,127 (£997,756) and net profit to 
£296,384 (£375,172). Stocks increased from 
£1,446,038 to £1,588,791 on the year. 


British Oxygen.—The balance of group 
profit after depreciation, directors’ emolu- 
ments and pensions and overseas taxation was 
£2,032,378 (£2,403,174) in 1949. Stocks in- 
creased from £4,368,875 to £5,360,795 ; bank 
loans are up from £5,000 to £2,120,539. 


Control Systems.—Consolidated trading 
profit increased from £247,353 to £272,254 
and net profit from £105,177 to £119,679 in 
1949. The distribution for the year is 25 
per cent. Net current assets at the year-end 
were £870,209 (£780,221). - 

Union Corporation. — Dividends and 
interest from investments amounted to 
£1,089,992 (£946,707) and total profit to 
£1,548,997 (£1,371,143) in 1949. The book 
value of investments other than gilt-edged 


pee (£4,208,174) at December 31, 
1949. 


Cunard Steam Ship.—Consolidated net 
profit declined from £4,246,652 to £3,501,642 
in 1949; £2,406,215 (£2,950,709) has been 
transferred to group reserves. Taxation ab- 
sorbed £2,881,594 (£3,242,437). The divi- 
dend of 10 per cent for the year is repeated. 


Wm. France, Fenwick.—Group net profit 
in 1949 was £130,606 (£165,889); taxation 
amounted to £162,073 (£177,354). A divi- 
dend of 15 per cent plus 3 per cent capital 
accretion distribution is recommended. 


Associated Fisheries.—Consolidated profit 
declined from £929,267 to £730,048 and net 
profit from £257,724 (£122,835) in 1949. A 
final dividend of 5 per cent is recommended 
on the enlarged ordinary capital. 


London and Thames Haven 0i! Wharyes, 
—Group net profit in 1949 amounted wy 
£100,682 (£99,669). The dividend for the 
year is 10 per cent (same). 

United Class Bottle.—Group trading profi 
in 1949 increased from £1,168,273 (adjusted) 
to £1,315,311 and total profit from £1,191 945 
to £1,340,230. Net profit declined fren 
£516,132 to £474,479. The 15 per com 
dividend for the year is repeated. 


Capital Issues 


Thornton-Varley (Hull).—A placing hy 
been arranged of £300,000 44 per cent fir: 
mortgage debenture stock, 1961-71, at £10} 
and 200,000 54 per cent £1 cumulative rp. 
deemable preference shares at 21s. per share 

Tanganyika Central Cold Mines.—Shar. 
holders are to be offered 900,000 1s. ordinary 
shares at par in the proportion of one new 
share for every two shares held. 

Freddies North Leasehold Area.—Tre:. 
sury approval has been obtained for the issu: 
at par to option holders in the United King. 
dom of such part of the 3,300,000 10s, shares 
as they may wish to take up. 


New Price Issues 


Issue | Price, 
Issue | Price April 19, 
Ie ae eR Oe ees 
Ballantyne, Pref. ............. 20/3* | 19/9—20/3 
SME Ce aes ie cad baee sede > | 34/0 31/9—32/0 
Brutton, Mitchell, Pref. .......| 20/7)" 20/0—20/9 
Calcutta Elec., Deb. .......... 98 91—92 
East Africa 34% (£50 paid) .... 974 2§—2j pm 
English Elec., Deb. ........... 99 | 103)—104 
Fisons, 44% Deb. ............ 98 {| 98{—9% 
Howardsgate Trust ........... . | 16/9—17/5 
N. Ireland, 60-70 ............ 100 | 99}—99} 
RU MES ir iieeocsccesctes 7/6 | 9/10}—10/1} 
NN MDS 5s Vou Ss5 oe 6 50 0% 20/0 | 21/7§-—21/14} 
Pilkington's, Pref. (10/- paid) ..} 20/6 , 10/6—11/0 
Quorn Specialities............- 1/4* | 1/44—1/6 
Silvertown Services ........... wa 14/0—15/Oxd 
Steel, Ist Mort Deb. .......... 100* 98—100 
Dh, ED £6 wis a vkn be aean eee ‘98 | 100j—100j 
Ultramar, Deb. ...........+-+: ; 100 109-11 | 
* Placing. 





SECURITY PRICES AND YIELDS 


A fuller list containing 366 securities appears weekly in the Records and Statistics Supplement. 
appear in the Supplement: British American Tobacco ; Ford Motor ; Hadfields; John Barker; British Aluminium ; Cammell Laird. 














Notes on the following company reports 








Prices, 





| Price, 


ar 1951 | Pri Yield, | Yield ices, 

Year 1950 : : : ice, ield, | Yield, ’ 
lan. 1 to Apr. 19 Name o} Security [aged Ape — wy, Ay a Tut. 19) Dividends i 
High Low |! } } a ant sienna 











Net | Gross 























Name 0! Security 

























Redemption yields are worked out on the 


riti Ss * & @.| & es | 

1014 || War Bonds 2}% Aug. 1, 1949-51'| 1013 | (6 4 2/110 |» | » | ‘er Gates fad 
1 101} || War Bonds 249, Mar. 1, 1951-55) 101 | 101% ;O14 5) 117 9% | 95h | (a) (a) Pe BLY oe | 97} 98} 4 1 0) 
10343 | 1004 | War Bonds 2§% Mar. 1, 1952-54! 101g | 10lg | 019 1)2°2 100§ | eof (a) (d@) | Birmingham 23% 1955-57..1 100 | 100 (215 0 
100% 100° Exch. Stk. 24% Feb, 15, 1955. .|| 100% | 100 | 1 211/2 311 8 Th | 50 ¢| 60 c¢ \Anglo-American Corp., 10/-. Tixd, 7§ | 318 8 
101f 100} War Bonds 24% Aug. 15, 1954-56| 101 101#| 1 2 9/2 5 14 | 6% | 25 6] 5 a@ |Anglo-Iranian Oil, f1....... m | OF i413 
102% | 101} |Funding 24% June 15, 1952-57. 102 | 102% 11 5 5 | 2 11 73/3! 67/9| 10 6| 5 a |\Assoc, Electrical, Ord. fi...|| 71/3. | 71/5 |4.42 
103§ | 102 |/Nat. Def. 3% July 15, 1954-58.|| 1035 | 103 | 1 5 6 | 2 15 80/-| 71/6' Tal 18 b Assoc. Port Com. Ord Stk. fil 718/1g | 79/45 513 6 
1038 1014 | War Loan 3% Oct. 15, 1955-59.) 102}xd) 1024 | 1 7 0 | 2 13 19/9 | 17/03| 40 ¢| 40 c \Austin Motor, Ord.Stk.5/-...|| 18/9 | 19/6 (616 % 
99} | 964 Sav. Bonds 3% Aug. 15, 1985-65) 99f | 99% | 11311)3 1 70/13) 66/-| 74! 7 6||Barclays Bank, Ord. ‘B’ £i..|| 68/- | 63/- 424 
994 97] Funding 2)% April 15, 1956-61.| xd) | 19 3/)/21 140/- | 129/- | 15 a@| t19 b |\Bass Ratcliff, Ord. £1,...,./| 138/9 | 1535/7) 310 lt 
9 | 95 (Funding 3% _ oe sees | 96}.xd) 1116 8|3 4 95/3 | 9/-| 8a! 12 b || British Oxygen =... 93/9 | 93/-xd 4 6 29 
107% | 104% Funding 4% ay 1, 960-90...|| 106xd | 106}xd) 110 4/3 5 35/- | 32/1}, 5 ©| 2a |iCourtaulds, Ord. {1.......-) 33/6 | 33/6 4917 
964 | St | Sav. Bonds 59 Soph. 1, 1960-70) 955 | 964 | 1.17 10 3 § oi} 11/20 16/6| 20 6| 5 a Distillers Co., Ord 4/-......]| 17/44 | 17/7k 4 3 # 
934 | 914 Sav. Bonds 24% May 1, 1964-67| 924xd| 92ixd) 117 5| 3 0 52/9} 28/9| 8 ¢| 8 ¢|\Dorman Long, Ord. fi,....| 29/6 | 296 5 38 
ol | (3 Svc Bonde sang is saes15| “oot | “ome [115 8/3 abd sea dort) 6] *S glpumenaimis Ont gia) y3 | ef 

|Sav. | , 1 é , Ord. £1... /s us iti 

(a cece eh ts] | 2g Se ams) Be) abel as ieee ogi ee 
Conv. 34% +S | 7}, 29/74| 10 ¢ ¢ |iLan ne sa fi. 1 ay- 1623 

Toh | 8 [Treas.Stk-2 29 afterApr. 11975) 68 (2 0 2/313 44/6 | 39/3) 10 ¢| 0 ¢ |lLever & Unilever Ord Z : 40/- | aov- (5 09 
83h | Taf | Treas.Stk.5latterApr.§, 966).| 81 207/31 63/-| 58/9| 15 ¢| Iba Lock Stk*7i.) o/s | 6/3 | 4a7l 
$0 | SSS Rndemap. Stk. 24, Oct. 1, See 8 |2 0 6)3 9 40/3 33/3) 1746) Tha |P’chin J’nson, Ord. Stk. 10/-, 39/6 | 40/- & 5 ¢ 
a | Be, [retonas}%(erbec. Lissa] $2) 21 9) 316 45/- | 4U/- | Ba! 4 dP. & 0, Det Sth {1.....+. ai/- | 42-53 
oa | a1 Tet AS dae ee = 119 7/3 7 55/14, S0f- | adhe |" IBY ¢ Stewarts & Dlosds’ ‘Bei. Zi 60/74 glo laut 
'Brit. El. 3% Gd. Mar. 15, | 92 20 0/3 8 66/74} 60/7} 6 a |\"Shell” Transpt.,Ord.Stk.{i)) 65/- | 62/6 2 § % 
90; | 86f Brit. Tpt.3% Gd. July], 1978-88 8 216/311 5 | t-. Ged. Stk. £ | ia? 

|B Tot. 36 GaAs 1’ 1968-7 i | 5 a b |\Tube Invst., Ord. Stk. {1.. 5% 53 | 
it. Tpt. 3% 119 9/3 7114 82/6, 7 ~ - | m- ;suu 
=| | 85} (Brit: Gas Gd. 3% May 1, 1990-95], 87§xd 218/301 we ws a| ab |Woolerm ir Wr Ora Gl ae | 446 | 518% 
i u «he ; 
. i 1 i J 
id at latest date. Such yields are marked ‘?. To this rule there is one exception (a) Interim, () Final.) Whole year. (4) Int. paid half-yearly. (1) Asso 
SRefat ac tcacue Mines eras Se AR | tones dace Comet egasl Tarte ee” ee vl oe mr 
at 
ad average life 14 years 1 month a 8 


(n) Yield basis 269% 
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Statistical Summary 


« IP) EXCHEQUER RETURNS 


tp B or the week ended April 15, 1950, total 
the viinary revenue was $38,268,000 against 


vdinary expenditure of £61,649,000 and issues 


fi M.. sinking funds £130,000. Thus, including 
- sinking fund allocations of £234,000 the deficit 
ed) Hee cc since April Ist is £25,332,000 compared 
045 vith a surplus of £6,702,000 for the corre- 
om eponding period a year ago. 
ent DRDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 
Receipts into the 
Exchequer 
(£ thousand) 
Esti- Ee oe 
Revenue mates, Am 1, Apr. 1,] Week | Week 
1950-59 1949 | 1950 Jended| ended 
has to | to April } April 
st e 16,Apr. 15) 16, 5, 
01 000 949 1950 | 1949 | 1950 
| 
> : ORDINARY | | 
ure, REVENUE | 
neome Tax....../1388000) 46,732; 37,298 17,527; 12,771 
ie r-taX .....--.-| 220,000) 8,400 6,550} 1,800) 1,650 
ary ectate.ete., Duties 195,000, 9,600 7,950] 3,300, 3,550 
ew ap oo wie 50,000 2,400) 1,90@ 1,000; 900 
mronts Tax .... YL gag ggg] 22,300, 8,760) 1,700 2,300 
PA } 3,600 600 1,900/ 200 
i her Inland Rev 50 soe | wn: sos 10 
ta aes ialContributn.| 4,500 2,000) 00 700) 100 
sue Fi ———}}-—___—|- 





ng. PP peal Inland Rev.'202800q 84,032, 63,369 27,927] 21,481 


i BPW ctoms.........| 870,650) 31,253) 26,054) 13,004] 11,702 










































































j . 713,150) 12,100; 7,30 6,900) 3,900 
Botal Customs &; i: 
Excise ......../158380Q 43,253) 33,354 19,904, 15,602 
fotor Duties.....| 56,000 2,391} 2,430 1,0391 1,106 
a bs iwplus War Stores; 35,000) 1,09. 1,040) 1 
rplus Receipts) 
from Trading..: 85,00@ ... ove eeu 
x P ©. (Net Receipts) as eee oe eee | 
3 Wireless Licences.| 13,000 ie wale Mavs nee 
a aepundry Receipts. .| 27,000 4 49 45) 49 
9 : fiscell. Receipts j 
ee (ivcl.CrownLands) 70,000 8,475) 5,398 231) 29 
xa ——_4———_ ——|——— 
} fotal Ord. Rev.. . 3897800 139,289) 104,600) 50,186; 38,268 
! ‘ fee | i 
5 fe SELF- BALANCING | 
Post Office....... 172,150) 4,850) 4,500} 2,100} 2,000 
l} dncome Tax on! | 
Loy E.P.T. Refunds} 5,700 54) 10 3 27 
0 ; | } 
i: Total . 4075650] 144,193: 109,201 52 3251 40,295 
‘ ssues out of the Exchequer 
3 to meet payments 
(£ thousand) 
. Re re ee 
i Expenditure Ape. 1,| Apr. 1,] Week | Week 
a 949 950 |ended | ended 
to to April | April 
pr. 16,,Apr. 15) 16, 5, 
"000 | 1949 1950 | 1949 | 1950 
EXPENDITURE 
{ nt. & Man. of| 
, Nat. Debt... «s} 40,617) 40,335) 14,065) 14,150 
ae ayments to N,! 
i ee 
4 ther Cons. Fund 
” 3 
i Botal ........... 40,821! 41,998 14,065) 14,549 
i j pply Services . . 2918069 91,650) 87,700] 44, 47,100 
fr J otal Ord. Expd. . 3455069 132,471) 129,698] 58,465) 61,649 
: inking Funds ...|  ... 117| 3 20; 130 
otal (excl. Self-| | 
: Hal. Expd.)... .|3455069 132,588) 129,932) 58,485] 61,779 





i 
SELF-BALANCING | 









Post Office... | 2,100| 2,000 
l neome Tax on} ABE 
E.P.T, Refunds | 5,700 10 39,27 






Total 





— 134,533 60,624, 63,806 
alter decreasing Exchequer balances by £234,762 t 
Me 949,845, the other operations for the a ieseonned 
(rcv nel taional Debt by £29,427,959 to £25,849 million 
March 31 1950)" on Financial Statement figure at 

NET RECEIPTS (£ thousand) 
c.... ’ttement (Facilities) Acts, 1919 and 1921 . ll 
‘on (Centralised Buying) Act, 1947, s. 21(3) ... 550 


‘ NET ISSUES (£ thousand) 
Post Office and Te 
PPT ho MONO So eed c td oscekics 450 


Housing (Scotland) Act, 1944, s 4(2) and 

using ( i) Act, . s. Housi 
,,.imancial Provisions) (Scotland) Act, 1946 s, 13(2) | 215 
x. al Authorities Loans ‘ 1945, s. 3(1)........ 700 


te Towns Act, 1946, s. 2(3) 


aa 


SrQuchouwnEoagaclego 


Land Settler 


RR ai aaa 


cllaneous Financial Provisions Act, 1946 
: W at Damage: War Damage Commission sede 3,000 
‘nance Acts, 1946 and 1947, Post-war Credits... 275 


a sae gro 





6,714 



















Treasury Bills .... 15,869 Nat. Savings Certs 150 
Tax Reserve Certs. 796 24%, Def. Bonds. .. 290 



























Tuesday, Wednesday, Thursday, Friday and Saturday 
were accepted as to about 67 per cent of the amount 
applied for at £99 17s. 5d., and applications at higher 
prices were accepted in full. Treasury Bills to a maximum 
of £230 million are being offered for April 21st. For the 
week ending April 22nd the banks will be asked for Treasury 





CHANGES IN DEBT (£ thousand) 
RECEIPTS PAYMENTS 


BANK OF ENGLAND 
RETURNS 






































Other Debt :—~ 3%, Def. Bonds. ... 455 
ks Internal ....... 8,388 | 3% Ter. Annuities. 1,770 APRIL 19, 1950 
Jays & Means Ad- Treasury Deposit 
ME esi ins 13,540 Receipts .. 98 .. 6,500 ISSUE DEPARTMENT 
—~ —_—— TRE f 
38,593 9,165 | Notes Issued:- Govt. Debt... 11,015,100 
——— InCirculation 1282,655,262 | Other Govt. 
In Bankg. De- | Securities ... 1288,246,678 
partment .. 7,701,561 | Other Secs.... 724,339 
| Coin (other 
FLOATING BEST than gold)... 13,883 
(4 million) lAmt of Fid——————~ 
Weis ond EE ec 55's 1300,000,600 
—_ Gold Coin and 
oe eens otal Bullion (at 
en Float 248s. Od. per 
a a Bank ing oz. fine). .... 356,823 
Pubisc 1 Debt reine epeerensioree een ee 
Tender} Tap | Depts. | Eng 1300,356,823 130,356,823 








| 





land 


BANKING DEPARTMENT 


















































-0| 2221- -515927- f £ 
oa10- 0) Sa812 1207" 559037" 1 Contted oo. 14,553,000 | Govt. Secs.... 510,866,441 
WN siecentos 3,218,854 | Other Secs.:- 46,986,714 
‘ : i Cs Public Deps.:- 183,900,693; Discounts and 
ee os ie = as Public Accts.* 14,119,189 Advances... 23.686,060 
. H.M. Treas. Sesurities.... 23,300,654 
2960-0} 1905-2] 332-7 es - 15743-0 Special Acct. 169,781,504 
2940-0| 1851-8} 346-1 a -0 | 5681-9 f a 
SESH} RESe+aE 408-4 | a5 "5 15759°S | Other Accis... 86,100,802 | Coin......... 5,537,103 
2oi0-0| leet-e] 427-8 |... | ages | 5726-8 681,091,819 | 681,091,819 
2910-0; 1910-0] 428-8 om -0 15730-8 * Including Exchequer, Savings Banks, Commissioners 
2910-0 | 1925-5] 447-4 | 2-3 -0$5750-2 | Of National Debt and Dividend Accounts. 
4842-5 8 pan 465-0 5715-3 
] COMPARATIVE ANALYSIS 
2910-0 | 1952-1 “1 465-0 | 5724-5 (£ million) 
2920-0 | 1958-0 -8 458-5 1 5747-3 





1950 








April | April | April 
TREASURY BILLS 5 2 | Is 
(£ million) ssue Dept. :— } ' 
Notes in circulation..... 641282 -1'1288-1)1282-7 
Notes in banking depart- | 
NE Se s+ Danna ke 18-3; 12-3; 17-7 
Government debt and 
Securitien? oc ci ssc 41299- 3|1299- 2)1299-2 
Other securities......... 0-7 0-7) 0-7 
MEN obs cbse) daaceube 0-4 «60-4 





2 0-4 
Valued al s. per fine oz... H 248/0\ 248/0' 248/0 





sits :— | | 
ip 2 - S ublic Accounts ........ S 9-3 18-7) 14-1 
210-0} 10 5°66 63 Treasury Special Account 160-0) 168-4; 169-8 
oa pekencneesensen a =o 293-3 
ics snseudnpessen 83-4 84-8 86-1 
“0 | 304-0 | 210-0) 10 6-44 | Wap ke ck avecdec 9 538-1) 555-0 563-3 
: : . ' Government............ 496-3! 519-5) 510-9 
220-0 | 274-4 | 220-0 10 6°44 18 0 312-2; 13-6 23-7 
SE bi wees eeuveewe nes 23°5| 21-9) 23-3 
os ices | ae ad I a asia sens 532:0| 555-0) 557-9 
230-0 274-7 | 230-0 19 5-98 79 Banking dept. res......... ? § a 22-2 
24 . -8 . . “ . s ‘ ; > 
a0 | re cel bal Proportion” :.........+. 4-4 $1 1 
6 | 240-0 | 301-7 240-0 10 311 73 * Government debt is £11,015,100, capital £14,553,000. 


~ 
o 
% 
$ 
nn 
=~ 


14 | 230-0 | 301-8 | 230-0 
On April 14th applications for bills to be paid on Monday, 


Fiduciary issue lowered from £1,350 million to £1,500 
million on January 11, 1950. 


, 


“Tue Economist” INDEX OF WHOLESALE 
PRICES 
(1927 = 100) 
Apr | pri 

















deposits to a maximum of £25 million at 6 months. comp | vehe ee) 
ereals and meat ...... | ‘ 
NATIONAL SAVINGS Other foods ........... 138-8 | 148-6 : 
(£ thousand) IE a ss 183-5 220-5 221-9 
rr | Minerals 270:2 | 265-0 | 264-1 
for 52 Week Ended Miscellaneous .......... 151-2 | 157-9 160-7 
weeks | | Complete Index ........ | 165-3 | 181-5 | 182-7 
April 1, } April 9, | April 8, ; ; 





1913 = 100 


949 | 1950 






avings 





























MeMMADE: <. << axa cheba 2,900 | 1,900 GOLD AND SILVER 
Repayments .......++..- 2,750 | 2,500 The Bank of England’s official buying price for gold 
: was raised from 172s. 3d. to 248s. Od. per fine ounce on 
Net Savings .......-..-- 150 'Dr. 600 | September 19, 1949, and the selling price to authorized 
Defence Bonds :— ————- | dealers from 175s. Od. to 252s. Od. per fine ounce. Spot 
Receipts....-.+e.seeeeee 865 | 300 .| cash prices during last week were as follows :— 
Repayments ............ 819 | 874 — 
one SILVER 
Net Savings ..iccesscaes 46 Dr. 574 a 
P.O. and Trustee Savings 1950 | 
Banks :~ Bi London New York; Bombay Bombay 
Receipts..... inbech sees 15,370 | 15,605 ounceiper ounce per 100 tolag per tola 
Repayments ........... 11,756 | 12,827 | 
Not Savings ..ccccvsece: 2,778 


aaa D167,66 1,604 
530 
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THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 


‘ (lecorportted in the Colony of Hong Kong) 
The Liability of Meusbers is limited to theextent and in manner prescribed by Ordinance No. 6 
of 1929 of the Colony. 






CAPITAL ISSUED AND FULLY PAID UP - - -  - $20,000,000 
RESERVE FUNDS STERLING - - - - - = ~- 6,000,000 
RESERVE LIABILITY OF MEMBERS. - - = $20,000,000 





Head Office: HONG KONG 
Chairman aod Chief Manager: Hoxovrasie Sim Artucer Morse, CBE 
London : 9, Gracechurch Street, E.C.3. 
London Managers.: 8. A. Gray, A. M. Duscan Wattace. 
BRANCHES 






















BURMA CHINA (Con.: INDIA MALAYA (Con) NORTH 
Rangoon Shaazhai Bombay Kuala Lumpur BOKENEO (Con. 

CRYLON Swatow Caleutts Malacca Sandakan 
Cotembo Tientsia INDO-CHINA Muar Tawau 

CHINA Tsingtao Haiphoag Penang PHILIPPINES 

*aAmoy IM AWA GWAVA) Saigon Singapore Heoilo 

“Canton Djskarts JAPAN Singapore Manila 

*Chefoo Saraleaja Kobe (Orchard Read) SIAM 

*Dairen EUROPE Tokyo Sungei Patani Bangkok 

*F oochow Hamburg Yokoharas Teluk Anson UNITED 
Hankow Lyous MALAYA NORTH KINGDOM 

*Harbia HONG KONG Cameron BORNEO Londen 
*Moukden Hong Kong Hightand- Brunet Town U.S.A. 

* Nanking Kowloon Ipoh desselion New York 
Peking Mongkok Johore Bahru Koala Belait San Francisco 


*Branches at present not operating. 


BANKING BUSINESS OF EVERY KIND TRANSACTED 
A comprehensive service a¢ Trustees and Executors is also undertaken by the Bank's Truster 


Companies in 
HONG KONG LONOON 





SINGAPORE 


REFUGE ASSURANCE COMPANY LTD. 
Chief Office: OXFORD STREET, MANCHESTER 1. 








ANNUAL INCOME EXCEEDS £18,000,000 
ASSETS EXCEED €1 12,000,000 
CLAIMS PAID EXCEED €207 009,000 





Accounts) 


UNIVERSITY OF LONDON 
DEPARTMENT OF EXTRA-MURAL STUDIES 
(University Extension Courses) 


The following residential Vacation Schools have been arranged, and 
applications will be considered from adults interested in the study 


schemes. Students may attend for one or two weeks. 
from £4 5s. to £4 10s. per week. 
1. May 24th-3ist: Juniper Hall, near Dorking. 
Field Course in “ Plant Ecology.”’ 


2. July 29th-August 12th: Crofton Grange School, near Buntingford, 
Herts. 


Fees will be 


“The English Community.” 
3. August 2nd-16th: Juniper Hall, near Dorking. 
‘ield Course in the Geography of the Weald. 
Particulars of the Schools can be obtained from the Director, 
Department of Extra-Mural Studies, Senate House, W.C,.1. 


UNIVERSITY COLLEGE OF WALES, ABERYSTWYTH 
WILSON CHAIR OF INTERNATIONAL POLITICS 
The College invites applications for the Wilson Chair of Inter- 
national Politics. The salary is in accordance with the professorial 
scale of the University of Wales and in addition a travelling allow- 
ance will be paid. 

Further particulars can be obtained from the undersigned, to whom 
eight copies of applications should be sent by May 31, 1950. 
T. MAELGWYN DAVIES, Registrar. 


A BANKING CAREER IN THE EAST 

THE EASTERN BANK LTD. has a few vacancies in executive 

positions for suitable men willing to enter into a banking eareer in 

the East. Applicants should be between 20 and 24 years of age and 

womaseeee Sore lens. which should include particulars of banking 

training, shou be addressed to The Secretary, The Eastern Bank 
Ltd., 2-3, Crosby Square, London, E.C.3, 


QJUBLIC RELATIONS EXECUTIVE, five years’ grounding in 
journalism on staff of distinguished national newspaper; wide 
knowledge of industry and with 14 years’ experience of British and 
American public relations methods, desires post in U.K. or abroad, 


entailing responsibility for planning and supervision of an under- 
taking’s publicity.—Box 401. 


Ce rewards those who study her needs and business methods. 
/ Canadian executive, American-trained, in Britain seeking employ- 
ment in Canada.—BM/HLMX, London, W.C.1. 


WiECRETARIAL SERVICES offered; expert Stenographer. Own 
machine. Appts. hour, day, week.—’ Phone before 11 a.m. Park 4988. 


\CONOMICS/STATISTICS graduate, fluent French, Spanish, 
4 German, seeks post Singapore.—Box 404. 


NAPITAL, £1,000 to £100,000 sought by Wholesale and Retail Food 
Distributors for Expansion Purposes and for additional Workin 
Capital by old-established and thoroughly sound linked Scottis 
Concerns; Merchants , Trusts, and Individuals are particularly 
invited to apply. Terms commensurate with investment. Other 
Banks considered.—Box 667 Robertson & Scott, Edinburgh, 2. 


A’ ANTED to purchase, as going concern, a Soapworks, preferably 
in Southern England, covering widest possible range of soap 
and allied products. Size sufficient employ team of 100 men.—Write, 
giving details, to Box 400. 
CONOMIST, 6 vols., July, 1945-June, 1948 (bound), July, 1948- 
December, 1949 (unbound, one copy missing). What offers?— 
A. J. Welch, 16, Colinette Road, S.W.15. 


oy advertisi there are clever ideas, and sound ideas. 
SAMSON ARKS, believe that only sound ideas can do a con- 
tinuously successful selling job. A call to MUSeum 5050 for a talk 
about your problem may prove helpful. . 


“Printed in Great Britain by St. Cements Press, Ltp., | 


We, at 


: > Portugal St., Kingsw yay, “London ., wicz ad aeatce ty *¥ “Or {OMIST NEewsp sree, 
at 22, Ryder Street, St. James's, London, S.W.l. U.S. Representative: RS. Farley. iil, Broadway, New Yor, on eSaurday Apa 2 


ei’ 





THE ECONOMIST, Aprij 22, 1959 


—_—<————— 


INDUSTRIAL BOOKS @ WORKS BOOKLET; 
LABOUR RELATIONS @ SALES LITERATUR 
HOUSE ORGANS @ RECRUITMENT 


GAVIN STAREY 
Industrial Liaison Ltd 


17, Fleet Street, London, E.C.4, Central 1464/2579 


MINISTRY OF EDUCATION—H.M. INSPECTORS 


Applications are invited from men and women for posts a 
H.M. INSPECTOR. Candidates, who should preferably be under » 
on December 31, 1950, should normally possess good «ducationy 
qualifications and experience in Adult Education. Applications will be 
specially welcomed from candidates who have qualitications i, 
Economics, Philosophy and Psychology. 

The posts, which are permanent and pensionable, carry a salary 
scale for the London area of:— : 

£900 x £30—£1,050 x £35—£1,225 x £50—£1,370 (Man) 
£800 x £30—£1,100 x £35—£1,200 (Woman) 

The salaries of Inspectors working outside the London area are |e 
by £40 at each point of the scale. : 

In special cases successful candidates may be appointed at a com. 
mencing salary above the minimum. 

Further particulars, together with the application form, may & 
obtained on application in writing to the Secretary (Inspectors 
Section), Ministry of Education, Curzon Street House, Curzon Street, 
London, W.1. 

The closing date for applications will be July 31, 1950 


ACCOUNTANT FOR SIERRA LEONE PRODUCE 
MARKETING BOARD 


Applications are invited for the post of Accountant to the Siern 
Leone Produce Marketing Board, engaged in the purchase, export, 
processing and marketing of Sierra Leone Produce and in th 
development of the agricultural industry. The Accountant will ® 
responsible for the keeping of all books and accounts in connectio 
with the Board. Applicants should be Chartered, Incorporated a 
Corporate Accountants, The salary of the post, which is non-pension- 
able, and for on+ tour in the first instance, is £1,000 per annum, plus 
expatriation pay of £300 per annum. A cost-of-living allowance 8 
at present payable at the rate of 124 per cent of basic salary 
Quarters are provided where availabie and rental is charged at th 
rate of £90 per annum. An outfit allowance of £60 will be paid on 
first appointment. Free passages are provided on appointment and 
when proceeding on leave at the end of a tour of duty. Leave on full 
salary is granted at the rate of seven days for each completed 
month of resident service, The selected candidate will be required 
to pass a medical examination vf physical fitness to serve in th 
reget. Anon ates. giving full details of age, education. experienc 
and professional qualifications, should be addressed, in the case of 
applicants in the United Kingdom, to The Managing Director, Sierra 


Leone Produce Marketing Company, Limited, 5, Buckingham Gate, 
London, S.W.1. 





ROYAL BANK OF CANADA 
DIVIDEND No. 251 


NOTICE IS HEREBY GIVEN that a DIVIDEND of 2) per_cent 
being at the rate of 10 per cent. r annum upon the paid-up Capital 
Stock of the Bank, has been DEC D for the three months ending 
May 31, 1950, and will be PAYABLE at the Bank and its branches 0 
and after June 1, 1950, to shareholders of record April 29, 1950 

By Order of the Board 


B. STRATH, London Manager 
6 Lothbury, London. E.C.2. April 19, 1950. 


——_$___—. 


————n 


CANADIAN PACIFIC RAILWAY COMPANY 


(Incorporated in Canada with Limited Liability) 
PROXIES 


Shareholders are reminded that proxies in connection with th 
fortheoming Annual Meeting should reach this office not later thas 
Friday morning, April 28th. 


R. F, TREMAYNE, Deputy Secretary, 
8 Waterloo Place, S.W.1. 


acsitiaccanalesntoee 


THE TRUTH ABOUT ADVERTISING 


by Robert Brandon 


is written for those with an inquiring mind who would like to — 
how advertising can be used to better advantage in their busin’ 


We will be pleased to forward the complete prospectus to readers | 
The Economist. 


ROBERT BRANDON AND PARTNERS, LTD.. 
Advertising and Public Relations, 
45 Dover Street, London, W.1. REGent 0901/2. 


YHE LIBRARIAN, Department of Economics, The University 


Manchester, wishes to buy the following copies of the “ Minisit? 
of Labour Gazette."’ . ~ 
April, 1948. 


tte, 

Vol. LVI-—No, 4 

Vol. LVI—No. 10, October, 1948. 
Vol. LVII—No. 9, September, 1949. 
OTHER NOTICES APPEAR ON PAGE 917 
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L1D., 
1950 
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